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EXECUT IVP ' SUMMAR^ 



. . This^ report, of the' spcond year of\the AAMC'^ two- 
year Study of Meiiical Practice Plans is arf in-depth de- 
- scriptive analysis q£ the evaluation and operation of 
seven diverse ^culty practice plajis, , The first year of 
J^h^e study resulted in ^ nationaijr overview of ' the' struc- »\ 
J tur AIL and managemerit- characteristics of 67 institution^^ 
f plans, it presented a .review of trends as to the way 
plans have* functioned over the >ast two decades*, anc3 it 
advanced a scheme for ' classifying plans, 1 * 

Purpose . . ♦ ^ • 

* •• The 'major purpose of ' this, report is-to reveal . 
through case '•study examination how seven carefully selected 
plans evolved ^nd how they work. The satisfactions and 
dissatisfactions of^ medi'cal school faculty and adminis-, ^ 
trators ha^e been (determined by on-site interview and 
documented 'in the case , studies • It is thus anticipated 

. that -those institutions about tg design a plan JEor the 
first timef or thbse\onsidering modif icat;i,ons a pre- 
sent plan, can learn from the experiences of others. 

*- 

* ^ - o' 

Methodology ' . . • ; 

The method used to gather information for this re- 
port was on-sit^interview with a wide variety of medical* \ 
school/center administrative staff And clinical' faculty. 
This follQwed a process of site selection so that, uSing 
the typolo^ developed by the AAMC in the first i^ear of - 
this study; representative types of plans were Included, 
an4 medical^ sdhool diversity was achieved. Case studies 
wer^ then drafted, thoroughly reviewed and appfQved by 
the appropriate school official. Qth^r AAMC data was in- 
fcluded in the written studies to enhance insight into tHe 
way the plan- evolved and functions. ' • ^ 

Findings and Conclugions ' ^ ^ ' ' ( 

. * . . . ^ . ' • 

1; Medical pJractice . plans have become an essential' 
• . • element.* i'n the structure of medical- schools . 

• This is a consequenc^ of the schools' desire to > 
compete in the marketplace tor qua^lity, satistie^l 



' faculty; *to achieve progiram control and balance; 
and'jbo counteract the reduction of otheiT signif i*^ 
cant "Income sources. * . * , • 

2. Although^ thejpriniary use for income from practice 
plans has continudc^ to Be the support of clinical- 
f'aculty salaries, ^ an increasingly significant ' 
purpose is broadened financial 'CQve^age for pro- 
grams throughout the 'medical school. 



3. The importance cif ah organized wrrtten- medical 
practice plan 'universally applied 'to' ^11 prac- 
ticing full-time clinical faculty in A medical^ 
school is Becdming.* increasingly recq^nized na-, 
tionwide as one way to contribute to a harmonioufe 
school environment. To have an- unwritten plan" 
irregularly applied is f*elt to invite morale and • 
miscommuriication problems. . 

4. Careful attention ^to ^the way a plan^ is written, 
reviewed 'and .updated is c.rudial to a smoothly ^ 
^unctionin(j plan.. Howev^r^ even though a^well- 
drawn plan exists, if<^the plah is poorly managed 
and i^ t'he4re is inadequate communication- betjween 
administrators and, faculty as. the plan operates, 
explosive situations can occ\^r. 

5. -Many of the inter-viewed faculty felt.theiie was* a 
preoccupation with fiscal i^ues, e.g. biflifig 
and collecting procedures, at their institution. 
This was viewed as detracting . f^:om moi^e wbrthy 
objectives such as. using the plan and its pracr 
tice environment as a model for health care de-' 
J.ivery . 

^ ' - • . . * 

6. " In a number of instances faculty practitioners 

are provided services such as malpractice in- 
surance, space ,and staff without paying' their 
full cost -either directly from their collections 
or indirectly^thifbugh* an overhead assessment. 
Ftequently these practice costs are absoAed by 
the medical school^ or the teaching' hospital . 



7. Inadequate c5r widely dispersjed physical facili- 
ties f^r ambulatory- care are fej^t.to be major 
problems at ^some schools, and as a .result 'coi^- • 
tribute to lax adininistration and '^weaken^d con- 
trol over the^ faculty in. their patient care 
activities. >tell-planne<^ practice ar^as that are 



gea,re^ to\an' efficient operation can attract pa- 
tients, iftake practice ,more attractive tQ the fa- 
pulty member and make Uim more productive during 
the time he allocates to practiceJ^ 

Greater flexibility in the use of ^i^ctice funds' 
ha^s "become essential- in meeting /t,hfe program com- 
mitments of . allTschooIs, This is especially 
tjru^ with public schools' where state tegylatiohs* 
/governing hiring/ purchasing and spending Haye 
become too restrictive and infTexible- \^ 

Although rela,tionships; between , full-time :.clinical 
faculty- and non-'faculty community physicians can 
and do become strained for varying reasorns, a ^ 
practic^plan can provide a useful Mechanism, fdr 
achieving a Referral f>olicy^ore favorable to the" 
school. ^ A well-developfed plan can attract fac- 
.ulty with excellent clinical reputations^ aa in- 
ducement to more refjerral patien1;s, 



/ 
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, ■ ■ ' V ' • ■ » , ■ INTRODUCTION 



. ' :T'^i-^"^sc^c^aJ^ Medical Colleges has 

.completed i£%^ twb~year study of'mfiKiical practice .plans 
at U.S. medical sqljiools." This review has reinforced the 
contention that no subject concei;ning medical, schyool man-, 
agemenf has led to m,ore aqony and heated. 'debate among the 
scho.dls' ^djninistratprs am r5e<iulty than that concerning 
the form arid operation 6fi service plans. ^ i!he iss.ue— • 
thorny to Say^ the leaet it many scHools.— has c6ntributed 
to departure of deans and presidents, has bjf ought about 
Serious irapa&se^ between clinical faculty and medical 
school manager^, and it Jias'. triggered: great conceifn over 
which ins AtutiOnal^ mission should predominate' - .educa-, 
-tion or service. Becaijse' of the controvert' surmounting 
practice plans, with much 6i the focus on- "pocketbook" 
issuesv the topiR h%| continued on the agenda pf innumr 
eifable meetirigs and workshops and has f&st^red a coneid- 
er'able nuJhber of cOTisulta%ions . ' C 

It is evident, as- one surv^s .the iiatj.onal scene that 
^foyces often outside the medical' school, .sometimes bur- 
*eaucratic .in ?iature, but more' fr:e.quently ecojiomic, have 
led to- the development and refinement of mcfce and mpre ~- 
medical practice plans. A practice " plah is defingd' as " 
a set of formal policies and procedures - 'usually written 
as a single document - governing the manner i'n whirfi . - 
faulty physiciarjs Jirovide patient" services, secui^e re- -' 
imhprs^emenf and ut^-lize the resulting' income. ' 

•.. In 1976/with suppo^:t frbm the Bureau of Health Maji- 
power, the AAMC" begin its .comprehensiv,e study of medical 
practice plans -extank: at nearly, seventy U.S. medical 
schools. The first irear of the study • resulted in ^n 
analysis of the characteristics o^f .all plans available " 
to "the Association, a review* of trends, the development 
of a scheme for Classifying practice fTLans, and an anno- 
tated bibliography on the subject. The results of this 
effort have been published by the AAffc as Medical .^rac- - 
^tice Plan s at U>S. Medical Schools, A Review of Current. • 

Chajracter i sties and Trends fvolnm^c; t ^r,^ tt) •' m^t'-H • 

in I; X^^>.^>V^^ ^t^'' of the study has befen^essentially, 
?rasrS^^^/"-^""^r^-^°^i?^ ^n^^" diverse- plans. In con- 
trast to the "anatpmical" or 'structural 'focu3 of year' ' 
One, the second year qoncentra ted, on developing a better 
eS^^SSft^^T-n"" a "physjtological" sense of-'how^he plan 
evolvfB 4ndW it functions. .It v;ill be helpful if 

«°ld"l^r?S^o^ro^^^"^"*^^ this . , port*? J^i^vf. . . 



; ' ■■■■■■ 

S.cope and^QbjectjLves - 



r 



There ape presently ' ll2* establighec^ .M.D. de^ree^ 
' granting^ fully accredited medical schools* in 'the United 
States. During the first year* of this two-y^ar study, 
medical practice plajis at 67 iftst^tutdtons were reviewjed. 
Although the AAMC welcomed full participation by al.3. of 
the/fchools, a number of ^lans^ere unavailable a,s they 
were-either- in ti9^ midst of mao or Revision , still in a 
. developmental St a^e, ot in (t^hfe cas^^JH||^ast a^dozen 
•schools, did not^ti^ve any acl(npWle^i^^^HR _ ' r 

The general objective of the first, phase of the . twc- 
y.ear study was ;to identify and describe tbe-'primary^ fea- 
tures of pLans found -to be operational nationwide. In^ • 
' the first-year 'is report c-ited prevfously*, structure and 
governance^ mechanics of administratiorr/ compensation, 
patter'ns j^^d "^incpme flow e^nd dispers%l are described. ^ 
Additionally, the objectives in year one included:, (1) a ' 
review eft n^ional trends 'concerning practice, plans ; 
(2)' 'the 'Mlii^yeldFOTent of a rationale for .claasifylng plans 
and grouping them accordi^g^^y . ' . , • ' ijj^ 

The ma;j or ^ purpose oiTthe second year of< the project ^ 

• wa's to reveal ^through cas'e study how a sample of plans 
evoa^e4 and how^they work^ Satisfactions and dissatis- 
factions have be6n uncovered through on-site interviews 
with a-wide variety -of ''medical schopl faculty anij admin- ^ 
istratbrs. / It is anb^xripated . that sfthcfols about to 
establish a practicj^plan for th^ >irst time,^r those 
considering revisidhs, can profit from "fh^s r^ort which 

•"descrijies the experienced of ^th4r schools. 

The report for Pha^Je,! discussed 'tfie gerteral "his- 
torical •develo$)men^ which has contributed i-n this coun- 

• try to. the generation of practice plans. Recent Con- 
tibutor events were also presented, as Ws^ Summary - 
or* other work in , the field. The reports of bo^ years 
of the stiidyK it is hoped, will add to the »i^er sparse 
literature in the field. . . _ , . r- 
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, ' * . JffiTHODOLDGY * 

Thi^ ^section will describe the methodology for the\» 
in-depth, on-sitd examination of practl?:e^ plans ' and th^ 
views of school participa/its at a selected group of medi- 
cal schools, 

f [.J. .•• ■ . . , 

Site Selection * ^ ^ 

\^ Tk^ research design for this phase of the study in- 
dicated that the sample of schools ^would represent a pro- 
per balance . of public and private institutions and a fair 
distribution of practice plan types. The tentative site , 
selection was influenced by pl^n type* and by institution- 
al "factors. The typology developed in year one of the 
study was used as a guide. According to the typology 
under which^67 plans were classified in the first year 
study,' nearly half were Type A .{"centraliz^ed") , over 
one-thir(^ were Type B ("intermediate") and the balance, - 
Type C ("decentiraliz^d") . Sttuctural characterisiics of 
medical practice plans, as presented in the typology, 
were re-ex2llfnined alqng with other plan features; e^g. 
recent revisions in plan structure and/or operation, in- 
comp. distribution- schemes, and techniques used in plan 
implementation, in order to further discriminate Mmong 
the variety of plans which 'might be included as^ case 
studies J further, varying mecjianisms such as financial 
audits,/ special- billing systems ^;id employment agree- 
ments lased to implement the practice plan guid^ines, * 
>^ere 'iSroadly represented among the case, study ihstitur- 
tioAs initially proposed. ' 

With respect .to institutionar factors used in the 
selection process, ownership was a prime consideration. 
Two-thirds of the 67 schools included in year one of the 
3tudy are public;^ the balance private. Other institu- 
tional characteristics were considered such as age, lo,- 
cation, relaftiofiship with parent ikvivers JP^y, student en- 
rollment, size of clinical facultjr^ and nature of clih- • 
ical facilities. . • ' 

A^ tentative list of Study sites was selected. An 
alternate list was also compiled in ttie event an invita- 
tion to participate in the study was rejected fey a par- 
ticular set of schools. ^ L^tters^ were . sent to the medical 
school dean or other apprqpriate official inviting par- 
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ticipation (see Appendix A). All schools initially inx * 
vit'ed agreed to, participate. . - . 

^ The diversity iresultijig from the selection process 
is seen in Table 1. One additional explanation is in 

.onier, however, as initially six plans welre' selected for 
study. As the site visits which are discussed below took ; 

^place it bejcame evident that most, if .not all six- of the 
plans, were having significant problems and facing- the 
prospect/ of major revii^ion.. It was felt that at least- 
one plan shpuld t?e -a stable one and represen|; an insti- 

, tuticwi^ with^a high degree of faculty ajjd administrator ► 
satisfac^on. Thus, the seventh fetudy (Case Study. #6) 

*wds added. 



Logistics of Site Visits 




Site, visits- of a day ^nd ^a half to two days '^t the 
^case study sctiools ^were felt to be maximally productive 
if the composition of t'he visit team and the interviewees* 
at the site were well chosen." A three-member visit team 
was jQdged to be the rigj^t ^ize,. and in ^general comprised 
one AAMC staff member and two ftiember;;# from the Study Ad- 
visory Committee. A conscious effort was iftade to have an 
academician as" pne of the visitors in order to maximize 
peer qpjmnunication at the s\:hoo.l. The Association staff 
member served as the 'team' s secretary and had the ulti- / 
mate responsibilj.ty for dtaftirig' the resulting case 
study. ! • ' ' 

Interviews ' 

^ ^ ^ • 

.^The selection of the visited institution's faculty 
and staff to be iiiter:vi^wed was left to the judgment of . \ 
the school's initial^ontact, usually the dean. However, / 
he was urged to .select a variety o£ individuals repre- 
senting not only different .functions relevant to the ^ 
plan, e.g. pOLan^nager, hospital administrator, prac- 
ticing physiciaiT^but also varying faculty , ranks, disci- 
plines/ and . attitudes . The team felt it important that a - * 
•range of opinions be represented — dissident and^vocai 
as well as complacent.. Most of the interviews were 
scheduled for a single indiyiduar for an hour, usually 
starting with an infcyrmal breakfast meeting with the deaij( 
(see Appendix B- -'Suggested Interview Schedule) . Breaksi 
in the interview schedule allowed time for the team to 
collect their thoughts and to summarize on tape the re- 
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suits t)f the" interview [sj 

^ /A sj-ngle assigned toom was us^d for all the inter- 
views ^or time efficiency. This jwas' usually a lodatidii 
coiivenient ,tp*the*maj6rity of/ th^ respondents. ' ^ ^ 

The .site visit tfeant- coi^cenAi^ated itB 'questioning 
^ on three bj6ad> areas : (1) history and .fevolution .6f[ the 
* practice plan;, (2) the operating m^hanisms , to thJ ex- 
tent were un-clear in the// writ teii plan* (circu/lWted 
in fldVaY^^e to the team memfce^^S) ; ar^dh (3) ' the resdorldent 's 
perceptions of the plan's oj/^ecJ^iyJes'/arKJ his/her/aisess- 
ment as to„ wh^the^ those goAls mre b6ing attained. Al- 
though it was planned to kejep the interviews tel/atiVely 
unstructured, an interview/ guide was .developed j(Apperi- 
dix C) with sample que3tic/ns pos^d ^under ma jor cate- 
gories. Th€se questions ]^ere ne/ither all--in'clusive nor 
were they ask^^of-all interviewees.. By ^and large they 
ivere intended- to. be openfended ^nd followed up 'with team 
probes to stimulate elak^bratioci! as* necessary . It was 
recogni^d early on, thAt one, Important element of the 
case, study ^reports wou^ltJ be the contrasts ifi perspective 
likely to femerge through the' interview process. From 
-this standpoint and that of a^cHleying a very frank, open 
exchange with nearly ^very respondent, the» interviews at 
each of th^ seven sites were^ considered by staff and ^ 
cbnsu^taat;^ ffb be mosr^ successful.*. 

Written Case Study / 

Following each ipstitfUtionkl visi/ it was the task 
of the^ team secretary /AAMC stAff) tq, prepare the initial 
draft of that case study. It was planned that it should^ 
include the following: (i; atimmary pa^j (2) section in- 
dicating . those^ institutional/characteristics relevant to 
the plan; ^(3)^ general plan description and history; 
(4) r6poi>t of the Visit and/f indings as expressed /by the 
interviewees;' .(5) team observations^ (6) tconclus^ns?.' 
The draft was circulated fbr comment to other AAMC staff 
and 'the other team members. A revised version Ws'then 
sent to^ the/ school for ^pt)roval (Appendix D) . To^ the 
extent the|;d6an or desigriee suggested changes, -these -were 
made and f\(nal ^provaiythen -sought : With the exception 
of one school wnieh didv recommend substantive plages, 
th^ other institutionsVeither accepted the report with- 
out modification or recpmmended''^minor changes in tone. 
The studies -have also' had editorial input from, the study 
Advisory Committee as/ a whole. The Committee felt tha*^ 
it was not^hecessary /tj.hold to absolute consisteitcy of 



format. .Rather the extent and nature of the, plan issues 
and the availability df infoi^tn^tion about the plan should 
determine" their tAatm^nt.in the written study. 

Use of bther Data ^ . ' ' 

* 

In .preparing for each institutional site visit and 
as the case studies -were drafted/ the study's staff^drew 
upon other AAMC data-^ relating to that school^ and its 
practice plan. Such data aliready in Assocation files 
included accreditation reports, .statistics from the In-' 
stitutional Prpfile System/ the written pl^n itself, ahd 
relevant correspondence. These . materials provided great- 
er insight' into the way the plan evolved 'and functions.* 





^ , ' RESULTS AND DISCUSSION 
An Overview of Seven Medical Practice Plans 



Basic Medical School Cfharacteristics ' 

Although the"^ principal objective in selecting* 
gtoiip of medical, practice plans ^or in-depth analyeris was 

^diversity, one* consequence Was a varied sample of medical 
schools. >Rrom the accompanying Table 1, hneA^es that of 
the ^even represented there ar6 two pfivafer and^ five 
public schools, three of: which are eith^ 'free-standing 
or quite autonomous from a parent univ/raity. The y^ar. 

• the school was organized ranged f ror^he'^i&^y 1800's to* 
the 1960's. ^our are locat-ed xn ^^Jfe^Northeast/Mid-Atlan- 
tic* area, and one each* in the Sg^h., ^Midwest and W^st. 
All^ pf the schools are situat^jS'^'^ in .urb^ cepters 
ever, population size Varies^ considerably , from s 
more than 6,00^000 to about^^, 9 , 600 ,000 Thre^ si 
^pulaj^ by under 1,000,000.-. . v . • 

' y Beievant statistics for the seven institutioiis 
showed^the following ranges: ^approximate- number of un- 
dergraduate medioar studer>ts - 260 to 680; house staff - 
180, tQ '540; fu^l-time clinical facfulty - 8C( tp 440. 
Valunteer faculty at ^e seven schqols' are reported' to 
number between 340 and L,4&0.^ rer 1.975-76 regular oper- 
ating.' income to the ^schools, t^at is revenue which dis- 
^ counts that associctted with stich sponsored programs as 
research jgi^ahts, ranged from $12\4 million to $20.6 mil-, 
lion. Practice, plan revenue was reported as' ranging 
from^ about 6 million at ^ne 'school to $9.7 at another. 
The resulting ^relationship of plan income to regular 
operating. revenue was as^low as five percent 'and as high 
as ^^xty-one percent. ' ' . * . ' ' 



As to- clinica^ -facilities^, at 'six of the schools^ the 
.^^ major teaching hospital ancf the medical scItoqIs are under 
common ownership. TThe se^ver^th, the teaching hospital is 
seM^ately incorporated but affiliated. The- total be'di- 
avadTafcle amohg the major teaching^ hospitals ^re about • 
. ' 3,70^ and range ftom 179 to 9^3 per hospital. TotaJ. 

clinix:a'l 'affiliations for the' seven institutions number 
- - abtmt 60. . ^ , 

The'' multi-page table which follows -is formatted as 
a profile of the s^ven'case studies. Basic medical 
school and plan characteristigs efoe included. ^ 
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Table 1 

Prof lie -of Medi.9al School Prajctlce 'Plans Selected.>for Case Studies 



X 



#1 " 



Study 

n 



Study 
13 



^tudy 
'#4 



' Study 
#5 o 



Study 
16 



Study 
#7 



• V 



I. BASIC >ffiDICAL SCHOOL CHARACTER I^XtfiS 

Yea^ Organized* . • ' . ^ 

Ownership Status ^ ' b ' » • 

• Regioft * , . 

^ ^^Nqmber Cridergradual^es MecUc^l Sfud^nt^* ' 
* . J^Oaber House Staff^ i ^ 



1906 1800 , 1880 

Private Public . Private 
Northeast Northeast South 



Number FT CI 



ini*?al ^^cultfy* *\ ^ ^ • ' >" 
Numbjpr Voltmteer Fa9ulty% ^ 
•II., BASIC gigjfe j^gARACTffllSTIC^ ,* ^ 

XypologTcal Obsignation , ' * . ' 

w\ , A, Or»anizat(i<m • ^ 

Legal StrVctfurg . ' . ' ' 

iacorpofated withfn medical ^hool 



A 



\ 



420 

260« 

900 



^680^ 
420 
280 



340 
3«0 
2io 

420 ' * 



' ^ J*lan separately incorporated from medical i^oo*l ' - » *^ * 



• f/^* Df^fcrtmental optiofs 't^ Ssplect leM^ framework'* 
/ but plans c#lj.eetively«n^tff meSicsl sch^oi 

^ • « 'Implementattpn date Initial -plan 




DatQ^lDf lateift major' revlston 



^ " Dls(^|j^ioi^ of plal^ «vo3.&tJ^n (page r^fi^^ce) ' 
> ^ Administrative g^tructujre and Meftib^shlp^ . * 

' Naturk.of plaij^pteerihg body » . 5' • • 

"5. All clinicAl departments" rppresei^ted 6n 
^oAi^eHilng body ~ 



1967 
« 

1975^ , 

:P- 39.- 



X 

^1958 
1975 

* r 

p. 54 



196^9 
975 
P- 64 



188P 
Public 
West 
520 

620 
440 
1460 



1959 
1974. 
, p. 74 



1960 
Public 
Midwest 
260 ' ' 

180 
80 

340 



1973 
None 
P- 89 



' 1840 
Public 
Northeast 
480 

32^ 

200 
700 



•1959 . 
1977 . 
P-,99 ' 



laeo 

Public 

NoFtheast 

500* 

440 
240 
700 



1972 
None 

P' 108 



not oper- advisory - /tdvlsovy advisory 
ational ' , ^ . 



gerial managerial advisory / 
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* Rounded to nearest twenty; 1.975-76* Satva » 
Notes ; N.A.,- I^ot Appljlcablk '* " ' c 
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^ , »^ ' Table 1 (contloOed) 
^ Profile of Medical SchopX Practice Plans Selactcd fo'^ Case Studies 



Study 



Study 
#2 



Study 
#3 



'Stddy 



Study 
#5 



3. ^Clinical departments are represented equally 

4. Clinical departments are represente^d unecfually 

either by appointment, electiop, or accord- 
ing to such other cricteria as practice vol- 
ume, aiz'e of clinical faculty 

5. Pres^ce 6f ^central plal* office h manager 



6. Membership in plan a condition of employment for 
full-time practicing faculty ' 

.7^ Discussion of plan administration & meid}ership 
criteria (pag£ reference) 



N.A. 



N.A. 

X 



•Study 
#6 



St.udy 
91 



X 
X 

4 



pp. 39-40 pp. 54-55 pp. -64-66 pp. 72,75 pp. Mr90 ^ pp. 99-103 pp. 109-110 



42-43 " 



68-69 



76,82 







B. 


Plan Objectives ^ ^ 




















1 




« Indicatf^d.in plAj with some specificity , 




* 

X 


X 






unwritten, 


X 




< 


0 




* 




/ ' 
1 

• good ^ 


■ '\ 




but gener- 
q^ly 

understood 






i 






Level of communication to faculty 


poor 


poor 


pbor 


poor • 


moderate 


poor 










Nature of piocelures for evaluation* 


^ none 


formal 


t 

none 


none' 


none 


none 


none / 


* 




« 




•IDiscuss'ion of objectives^ and evaluations 
(page reference) ' * 


* 

pp. 47-50 
• 


pp. 54 
5$-60 


pp.' 6^ 

68-70 




•pp. 89.94 


N.A. pp. 


108, 122-123 


f 






C. 


Pract^ice Setting 
















J 




> 




Plan participants restricted to practice irf 
school-own^d ox affiliated facilities 
I 

Status of primary^ teaching hospital 


» X 


X 


X 




X \ 


X 


• 


J 








&ff ilikted 


^ owned 


owned 


owned 


leased' 


owned 

* 


affiliated 




r 






Lfevel of cooperation between plair members 
and volunteer fac.ulty 


poor"^ , 


* moderate 


f 

variable 


» , 

good 


good 


mpd^rate 


moderate 






V 




D4scussion of practice setting 
(page reference) » 

4 


'pp. 37»V3-45 
47-48 


PP-52 .55 


Sp- 62-69 - 
70 


^pp.Zl,84 


\. 86 x*V 


. 9\6-98' pp 
, 102-104 ' 
< 


. 10>-107,119- 
12^1 




^ 


























Notes: N.A, • Not Applicable 
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Table 1 (coDtinued)\ 
Pr6*f4.1e of Medical School Practice Plans Selected for Case Studies 



- Study 
#1 



Study 

n 



Study , Study 
#3 ,#4 



Study 
■#5 



Study 
#6 



Study 
#7 



Fee Management 

/ 

Fee Schedule Admin istration ' f 

1 * *^ 

Highest organizational *levej of schedule approval 

Level having right to valve or discount fee 
Billing and Collecting 

, Centralized In plan office 

f 

Centralized at departmental level 
Individual handles 

f 

Combination of two or more ^f the ^>ove 

income Distribution 

Compensation 

A*slgnejKannual eOffoyment agreement exists ' 
^ ^dica'tln^ salary components ' 

^ \ » f 

' Individual Incentive limited to 2 of basft 

salary ^ W 

'individual Inceqtlve limited by amoutit 
alloved each t^an member 

Individual Incentive llmtteti by * standard/ 
* ^ amount which total compensation cannot exceed 



Votes N.I. ■ No Infornatlon 



individual department plan com- plan com- individual department plan com- 
y * mlttee mittee mittee 

individual department individual individual individual indlv|.dual individual 



/ 
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Table 1 (continued) * 
Profile of. Medical School Pr|ctlce Plans ^elected for Case Studies 



Study 
#1 



Study 
#2 ^ 



Study 
#3 



Study 
#4 



Study 
^5 



Study 
#6 



Study 
#7 



Individual incentive variable among 
departments and fron year to year 

* Individual Incentive unllial teif, ' but 
base on progressive tax sctiedule 

Total compenAtlon directly Influenced 
by Injllvldual* s patient service actl^^ty 

Discussion of comp^aatlon distribution 
(page reference) * 

Cpsts of Practice/Plan Overhead • 

Level at^ich lab and '*t her ancillary 
arfe billed . ^. . 



Of^the-top" assessment of gross collec- 
tions made to support plan overhead, e«g> 
expense of billing atyi collecting (per- 
centage of-gro9^) 



Institutional Allocations 



Medical School/Dean's Fund 

Earning department (discretionary accouiM:) 

Echelons above medical school 
> 

Prominent Issues Identified by Interviewees 
(page reference) 

Billing and collecting procedures 

CooDunlcatlons between plan administration 
and plan meiA>ers 

Practice facilities > ' 

Incentive arrangement . 

Departmental distribution formulae 

MAnagemen( o^|frln^e benefits ^ 

"Toyn-gown" relationships 



pp. 19-40 
A6-47 



In 
cases 

pp. 55-57 
59-61 



In some 
cases 



practitioner practitioner 
dr pl'Sa er plan 



pp. 67-68 



plan 



arbitrary 

, 251 



N.A. 



arbitrary 

•lo: 



p. A5 

p. A2-43 
pp. A3-A5 
_ pp. *A6-A7 
pp. A6-i8 
p. A7 
2{« 



p. 55-56 



pp. 59-61 



p. 59-60 
p'. 61 



pp. 69,70 ' 



pp. 76-79- 
83 



plan 



pp. 91-93 pp.lOO-lOA pp. 109-112 



plan practitioner practltlcAer 



actual 

cost 



ar*ltr^ry 
33X 



H.A. 



actual 
coat 

i 



J 



P- 9A 



p. lOA 



• pp. 117-119 
L20rl22 

^^7^15^116-1 19 
122-123 
pp 119-120 



PP« 82-83 
81^ 



70 



Not^es: N.A. - Not Applicable 



Table l*(contlnued) ' * 

Pro^Lle of Medical School Practice Plans Selected for Case Studies 



Study 
#1 



Study 
#2 



Study 
#3 



Study 
'#4 



.Study 
#5 



Study 



Study 
#7 



Comraunlcat^ns and plan goals 
Level of collections 

Roles^ responsibilities and adm^^stratlve 
relationship? ^||||^ ^ 

Re8trlct;^ve or oneroUs administrative procedures 



Financial reports 



Possibility of encroachment on plan revenue by 
entity above school ' 



Application of plan rules 
Plan overhead 



N 



Distribution by earning units to non-earning 
units 

G. Plan Acceptance by "Both Administration and Faculty 
as Perceived by Site Visit Team 



pp. 47-50 



poor 



59- 61 

60- 61 



P« 59-60 



pj. 68-69 
p. 69,70 
p. 6fe 



p. ^3 
p. 83 



P- 83 



moderate > good 



good 



pp. 94-95 
pp.94 -95 

p. 94 - 

/ 

pp. 54-95 
p. 95 

good good 



pp. 113,117 
119 

p.. 115 

• pp. 115,116 
117-118^ 
pp. 116,120-122 
^22-123 

p. 120 

p. 121-X22 



i 



poor 



" Basic Practice Plan Characteristi&g 

From the diver sitj£/seen in the description of the 
s^ven medical schoois^one would expect the practice 
plans to be quite different. Their Jieterogeneity is 
Seen in Table 1, and amplified in the following discus- 
sion. A 

A. Organization - Legal Structure ' " 

The structural form that a practice plan taHes in 
public medical schools is ofl^en rooted in St^te law or is 
tied to other, external forces outside the control of the 
• school. Even with private institutions,' the corporate 
form of the plans freqvently must follow State dictates. 
Moreover, federal law and policies, e.g.. taxation, third 
party reimbursemen1;:s, influence the structure of a plan. 
Since poli-cies and laws do change, the form, of a prkt:tf.ce 
plan governed by them is\^6rced to change, sometimes 
drastically. , » ♦ 

The AAMC's publication. Medical Practice Pl^s at 
U.S. Medical' Schools, A Review of Current Characteristics 
and_Trends (Vol. I), -oreported on the primary features o£ 
practice plans operational at 67 U.S. medical schools. 
The study- suggested a way for classifying medical prac- ' 
tice plans. 2 one key element in the typology is organi- 
^ zational structure . This typology (Table 2) held that 
plans could be grouped along a centralized/decentralized 
axis.- Type- A represents the centralized extreme where 
the plan i^ a discrete recognized entity - either within 
or outside the medical school - but- having its own staff, 
budget' and procedural guidelines. At the opposite pole. 
Type C characterizes a decentralized situation where a 
variety of clinical practice arrangements for the aca- 
demic . departments or medical specialties are permitted. 
The intermediate /grouping - Type B*- jJepicts the case 
where considerable discretion is granted to the depart- 
ment or specialty, but under a centralized framework. 

♦ Of the seven plans intensively reviewed, three are 
designated' Type A, three Type B, and one Type C, Six of 
the seven are organized under the medical school." The 
one that is outsid^ the. school wag established as a for- 
profit corporatiorilat- t^e initiative of the faculty 
(Ca^e Study #5) . It is -governed by shareholders who are 
the clinical department chairpersons. 
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TABLE 2 , 
MEDICAL ^PRACTICE PLAN TYPOLOGY 



PLAN, FEATURES 



Organization & Participation 



' , Structure 



-* policy ^>e termination 



Operations 



* Administration* 



. h 

^ Fee Handling 



^ Private Medical Schools 



Public Medical Schools 



TYPE A 
Centralized ^ 



TYP£ B 
Intermediate ^ 



TYPE C 
Decentralized 



A discretely recognized 
entity^ either within or 
external to the medical 
school, having its own ^ 
personnel, budget and 
procedural guidelines. * 

All practicing clinicians 
. are included nnd directly 
and/or indirectly through 
their representatives meet 
>*ith institutional officials 
to* focus only on clinical 
practice - related issues. 



A full-time manager super- 
vises the ddy-to-day plan 
operatibn with responsibi- 
lit4^-for all administrative 
services supporting the ' 
practice of medicine. 
« 

AM clinical praptice relat- 
e^^reyenue flows through ^ 
the Plan Office which 
renders bills, collects fees 
and disburses income. 



21 



clinicar practice activity 
exists within which depart- 
mental or specially groups 
function. 



Most clinical" disciplines 
are participants in delibera- 
tions about clinical prac- 
tice - related issues identi- 
fied by institutional 
of f iqials . 



A member, of the dean's 
regular administrative staff 
is the locus for coordina- 
tion of manyy^^lan support 
services. 



Unifdrm procedures for bill- 
ing, collection and dis- . 
bursement df fees are imple- 
mented. 



10 



16, 



A variety of clinical prac- 
tice arrangements for 
acad^ic departments or 
medical, specialties are per- 
mitted." 



Executive faculty and the 
dean ^consult as necessary 
during the routine conduct 
of general -meetings. 



Either the department head 
or his designate directs 
administitative support 
services. 



Options for billing, collec- 
tion or disbursement of fe^s 
are available to academic 
departments or medical 
specialties.* > 



3 



/ 



T^ie original inception dates for^th^ seven plans 
range from 1958 to 1973. One ^lan (Case Study #4) was in 
cdnstant opera4:ion fof^fifl^p^n years without major re- 
^/ision. * Except for two^ recently developed plans, ^all 
have .undergone •major revision since 1974, ■ 

'---^ ; Practi oe pl^ s take a partlculjir form from the out- 
^ set.or^they evolve o.^er time either because o£ external 

forc'es.c^ as. a xesu.^^^ of Inter^^l. pressures. A frequent 

progression is fot an ijistituti?)* without & controlled 
. *plan at' all/ i.e". , full^tiifie faculty permitted pnliraited 

practice and^ income, to^ take on the' characteristics of 
' Type C.' •Gradiiai;Ly). 'i£/will move to Type B as pressures 
, for more centralized control build ^ Sometiijies a strict 

plan is imposed suddenly where no .plan existed before. 

Under such circumstances, either chaos erupts ^t the 
• institution :or the p^an quickly moves to* a more liberal 

Type- B structure. 



W4th respect to the seven plans reviewed in-depth, 
'the following can be said: 



/ • 



' In t)ne instance CCase Study #1) State legal 
considerations regarding f^-splitting and 
local tax rulings were the TcfVces which in- 

^fluenced plan evolution from a^ somewhat 
lalssez faire approach to partnerships to 
medical school controls 

The j5lan described in Case Study #2 evolved 
from a situation wh^e there was* tptal ab- 
sence of cpntrols 6Ver facalty earnings to 
one where althoughi there ^re earnings cok- 
trols, each department is permitted to*es- 
ta^lijsh its own legal structure. 

Income tax considerations 'and th^-wish for 
complete faculty conirol over patient income 
were the dominant forces in the development 
of the for-profit corporation_(Case S^iQdy #5). 

The presence of a faculty union and collective 
bargaining in yet another institution (Case 
Study ,#6) was the influencing force at one 
stage of this evolving plaji/ however, 'an un- 
favorable I^g/^tax ruling Shifted the plan's 
structure ^^m a non-profit corporation to e 
unincorporated entity within the medical 
school. 

4 , ' 
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As far as the other plans are concerned, the 
initial legal structure has remaiped un- \ 
changed; revisions to the plans h^ive deal^ / 
more with plan operations, es.g., binding and 
collecting. ' ' . 



B.*' Oir^anization - Administrative -structure and Member- 
ship s* 'y , i-: 

A formally constituted steering conunittee for the 
practice plan exists at l^ast 6n paper at .ill seven, , 
institutions site-visited.. Two. of the governing bodies 
exist as managerial bodies with sjpfecific policy-making 
authority; the rest a^-e advisory to the dean or higher 
level. In one instance (Casel Study #1) an advisory com- 
mittee is provided for, but- hits been inoperative. In 
the majority 'of cases, e&ch, clinical department is re-* 
presented on, th^^overning body, and interviews with the 
faculty at these Suites evoked no strorialy expressed con- 
cerns over this aspect of plan administration. In two 
institutions where the committeejs were ^Lther not repre- 
sentative or not functional, there were s^erious concerns 
expressed by many of the faculty interviewed." 

Some practice plans, have been criticized fo? being 
structured in such a fashion that a particular individual 
or pubgi:crup, i.e., medical specialty, dominated the de- 
sign and' condu'ct of' the plan. For example, the Chairman 
of the Professional Board at the school represented * by 
Case' Study #7 has served in that capacity for several 
years and, as a result, has established a ppwer base. 
The t)lan's by-laws do not provide for turnover in the . 
chairmanship of the governing body. Further, at this ^ 
same institution, membership on the Board is, proportiorfal 
to the size *of the clinical faculty in each department. 
The f ive-^nenober Supervisory Board associated with Case 
Study #2 is -comprised of only three faculty (two clini- 
cians) elected by thejExecutive Committee of the Faculty 
Board. 



Five of th^ seven plans reviewed have central plan 
offices and fulJ>^ime managerial staff. The mo3t signi- 
ficant task f^r these central off ic'es idP the billing and 
collecting of^p^tient genei^ated feeg. Because of the 
growing cojiplexity of patient fee management and various 
tax and legal considerations^ and because of the in*^^ 
creasing significance to the medical school of income 
from this source, there has been a ^arp increase re- 
cently in discrete practice plan business offices. A 
faculty group practice is recogni^d" as a. unique activity 
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within ^ academic medical institution, Accordi!»gly , the 
^person, iri charge of the business aspect*,, it is generally 
felt, should b^^^^specially:; trained in group practice mana- 
gement. 1 ' , ^ • ' 

Because of th,^ relative departmental aUtonbmy af- 
forded by two of the plans, and specifically becaus^e of 
the absence of centralized billing and collecting, "a 
central business service has been regarded as unneces- 
sary. 

With respect to membership obligations in the plans, 
only one of the seven does not require ^ts full-time 
faculty practitioners to be members as a condition of 
employment. In this instance (Case Study #2), one 
dgpartjir^t 'chaijrman'' has successfully resisted including 
the practice of his faculty under an institutionally im- 
posed plan. / ^ ^ 

Plan Objectives and Self-Evaluation 

Most written practic'e plans usually in the intro- 
ductory' section, state the specific goals around which 
the plan ia designed. These are intended to "support the 
major prirrciples and- aims ;6f the medical school which 
are often more generally expressed', . Of the se^ven study 
plans, five haVe written. object;^ves which are specific. 
In one instance the objectives, t+iough unwritten/ are 
thought to* be generally recognized by the administration 
and faculty; in the other case,. plan aims are neither 
written nor appear to be well understopd. In ^fact in 
'most instances, even though , the goals are stated' in the 
written plan, there is *evidence that their communication 
to the faculty is poor. 

The most co^only stated, plan objective is the. at- 
traction and retention* of quality faculty through the 
provision. of acceptable compensation levels .not achiev- 
able through other salary sources. An additional ob- 
jective quite prevalent among the seven plans is the ^use 
of plan revenue to- help Achieve departmental and school- 
wic^e program enrichment with stable, flex^Dle funds.. 
Aside frdm stressing monetary adv3ntages,#^'**'ti»ese plans 
emphasise the objective of enabling ph^fsicians to main- 
tain their skills as practitioners so tBiat they can be, 
made available to ^atiehts in a quality* health- care de-' 
•lively environment. -I*t yas disclosed on two site, visits, 
however, that there is some faculty discontent that the 
plans focus too much on administrative matters to the 

■ • ' y . 
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es^clusion of improving the quality o-f patient care. 

As far as self -evaluation is concerned, with one 
exception, t3**e plans reviewed have no formal system for 

• assessing the plan's •performance .agaiiist stated objec- 
tives. Rather, ^the common praorcice i^s to consider plan 
modif ix:atibns irregularly as the need is felt or' as 

. crises occur; Each plan has a mfeans of amending its 
written form, and' this j^rocess is usually participated in*' 

( broadly by the plan's membership. 

.The pne plan whicji does provide for regular plan 
review (Case Study #2) does so . through its governing^ body 
oh an> annual basis — according to the written plan. In 
actuality, howevep, this i^esponsil>ility is tafcen ':|omewhat 
casually, and because of. the very small Board, opinions,, 
do not»^epresent the tota^ pf;acticing facuLty. 

D. ^ Practice Setting - ^ 

In six ot the seven- plans jander study the* plan mem^ 
>\ .bers are restricted to practice in university-owned or 

^ affiliated facilities. At six institutions, the primary 

teaching hospital is owned or leas'SJi; ^in one it is ai^ • 
affiliate. By and large teaching -paftients at al^ of the 
^ schools are indistinguishable from ps^vate patients. v ^- 

^he nature of the practice setting in several, of the 
studies was. either a very sericJus is#ue ^it the school, or 
at least a mincer irritant to some of the faculty inter- 
» viewed. The grim inadequacy of central patieat care 
facilities, for example in Case Study #7, which has 
exis*ted a long time, has, brought this institijtion tq ^ 
^ very serious maria^ement crisis* Although less serious* 
with Case Study #1, the -scattered nature of practice si 
. ' at this institution has contributed to a system of ve 
weak control over billings and collections and' less 
satisfactory services rendered by the central plan , 
business office. 

In no case among the seven plans studied is the ar- 
rangement designed - nor 'the facilities provided - to 
demonstrate quali^ty health care delivery.. The p'^ns are 
more billj.ng and expenditure control mechanisms than 
object lessons in group .pra»4ice.' /This particular point 
was stressed by several faculty (Case Studies #1, #7) . • 

The character of relationships -between ftlll-time 
clinical faculty and community physicians was identified . 
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as an issue at two tof th^ institutions^visited. In one ^ 
instance (Case Study^^#I^ the ^proyision'^of services, e.o/, 
malpractice coverage, to the 'volunteer faculty member^ \ 
using the clinical facilities of the school and without 
payment froin him, was criticized by s.ome of the full-time 
faculty. At another institution (Case Stufiy #3) the In-^ 
creasing scarcity of beds in the primary teaching hos- 
pital, was fel-t^y, some as straining the ''town and gown"* ' 
relationship, * ; ^ . * \ 

E. Fee Management 

The traditional /fee-for-service system was found to 

V ^ be the practice at the seven sites visited; no experi- ^ 

mentation with prepaia health plans was apparejit under / 
the governing medical service plan. As feo the highest 

V level where f«e sc^'edulfes are approved, in three in- . * 
stancesr-^he plan committee has this responsibility, dn 
two cases the individual departments have that authority, 
andfwith the other two plans it rests with the individual 
physician. It is very common nationally that the pn^c- 
tice plan grahts the individual practitioner the prero- 
gative p-f discounting or waiving the patient charge. In 
only. one of the seven case studies is that authority at 
the departmental level,, "^^"^ 

t Of all the "administrative issues and problems ob- 
s^^Jpi at the seven visited institutions with respect to 
, their practice plans,, those concerned with billing and ^ 
r collecting „ have caXi^^ed, the most vocal reactions.. Three 
of the seven plans reviewed provide a completely , centra-, 
^ lized service; two plans let the departments handle this' 
% 'function; and in the other t\yo cases there is some sem- - 
• bl^nce of a> centralized service through the plan 6ffice, 
but in many instances at these two schools, there appears 
to be confusion over billing and collecting with indivi- 
M dual physicians unsujpe^what their responsibilities are. 

The problem^can be illustrated by ex^ple- (Casa Study #1): 
c^hargesr are set by the physician and sent to the central 
plan office for recording and mailiifig. The payment goes 
to the doctor who turns it over -to the plan offiqe. This ' 
office sends only the initial bill unless the physician 
instructs it to send a followup> bill . . There is a com- 
^ plete double bookkeeping system since each practitioner, 
'"keeps book" on the central business office." There a^e 
unsatisfactory cash control,, mounting accounts receivable, 
and Inadequate policies regarding uncollectibies . More- 
over, since each doctor sets the fee,- collects It,^ files 
the insurance and keeps books on everything, he asks. 
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with some justification, what service he is paying for in 
the centifal' plan office. ^ * . / 



' F. Income Distribution . / 

.A 

, The most frequently stated purpose ^for having a praj|- 
tice plan is to enable the medical school to offer finan^ 
cial inducements to attract and retain capable medical 

* educators. It follows/ therefore, that faculty compen- 
sation, which, includes salary and fringe }Den§f its, is by 
far the J^argest^ item supported by practice plan income, 
'rh^'is was evident at the seven schools* site-visited. At 
five of the institutions, the practicing faculty sign 

i^nnual empldyiji(»nt agreements which indicate the salary 
cbmppnents . / ' ^ ' . 

The association of faculty compensation by source 
ang^ faculty effort by activity was reviewed in the f^rst 
year of the Study of Medical Practice P,lans.3 a direct 

. relationship between faculty involvement (percent of time 
spent in major areas of "^tivity) and sources of faculty 
compensation was found to exist at 40 percent of the pub- 
liq medical 'schools and 52 percent of the private schools. 

' At to the seven plans reviewed in depth, four represent 

schools where the relationship was identified. Two of 
, the plans were designated Type B, one was Type A, an6 the 
fourth was Type C. There appears to be no connection be- 
tween plan classification (AAMC # typo logy) and the re- . . 
lationship between faculty activity and compensation 
source 1 • , 

Except for one school, compensation for practiciTig 
faculty is 03 a geographic full-time basis, i.e., total 
earnings^^fOr ajn individual are influenced by level of 
^patient care activity and the funds he or she is responsi- 

* ble for generating. In these case's, the institution pr6- 
vides a base, or guaranteed, salary component, some of 
which may include fiunds generated from .patient care. 
Additionally, there is a supplement or incentive in the 
f6rm of boni^s payment, which in most cases is controlled 
either through absolute ceiling or progressive taxation', 
i.e., tfie more an individual generates, the less is the * 
proportion he realizes as personal income. Only one of . 
the seven school^ has an unlimited individual incentive; 
five hav«. some variation of an absolute total ceiling 

/ (one. - Case Study #5 - uses a slfding 'scale) . 

A strict full-time compensation system holds 
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that a- clinical faculty meinfcer's total/compensation is in 
effect guaranteed and not influenced by^^practice plan in- 
come. .-The single school -operating on this basis (Case^. 
Study #4) is re-evaluating its vef^ conservative incentive 
plan, an ar^ngemejit seen by many of the clinicians inter 
viewed as p#bviding Utile personal reward for ihitiative 
^ in patient, care. 

. The customary practice' for most medical service plans 
is to support "of f- the- top" from ga^ss receipts the cost 
of the* plan's operating, e.g., billing office, insurance 
and legal fees. Sometimes total cos€ is supported in 
this fashion; in other instances a fixed percentage* as- 
sessment is Aade against the' gross which may or may not 
cover those overhead costs. A striking observation was 
the extent to which .faculty practitioners are provided 
services such as malpractice insurance, space and staff" 
support without paying their full cost either directly 
from, their collections pr indirectly through an overhead 
assessment. Under three of the seven plans such costs of 
practice are absorbed partly or totally by the medical 
school of the teaching hospital. 

At some point in the income distribution scheme, 
jfunds usually are channeled both to -the medical school 
dean for his discre.tf onary use and to the earning depart- 
ment. This is. the case for all seven plans in this * 
study.' The amount from this source can be quite signi-. 
ficant and can help to provide a balance^ among the 
school's programs and departments, including the basic 
sciences. A number of interviewed faculty, for example," 
were appreciative of a system whidh- <|as designed to com-^ 
pensate those who are capable teachers/ or researchers, 
but who have little opportunity for patieijt care. ^ 

The fprm am content of financial reports showing 
the ^status of collections by- individual and by department 
and the way these reports are communicated b^a central 
plan business office was found to ♦be a problem at threA 
of the schools studied'. Either they were non-existentT 
quite sporadic, or overly detailed with little attempt 
made-to instruct the physician as to how to interpret 
them. 

G. Prominent Issyes Identified by Int^view^rs 

Table 1 shows the more prominent issues and -cohcern^ 
which surfaced during interviews with the faculty and 
administrators at the seven sphools site-visited. AJso 
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shown op the Tables is the reference location where the 
problem is more fully discussed^jin* the respective case 
study. ^ - * 

» 

Again, matters relating to such^ financial operations 
as billing an^ colledtij;ig, fiscal reporting, inc^tive ^ 
formulae and^plan overhead assessments were the^'^mqst 
vdcally maligned. There was an additional issue ^raised, 
also financial in nature, which pertains to trie ^my* 
states appropriate funds to their universities and the 
medical -schools, .the Relationship of practice income to 
the. appropriation, ^nd the .expectations of adherence by 
full-time faculty to' state rules and regulations: With 
Case Study #7, a legal battle appea]?fe imminent Gjfgr this 
issue, the consequeYices of which may have • significant ' 
import upon pla^s elsewhere in the nation. 

Other than those which are financially related, a 
general issue which is apparent to varying degrees i^ 
mosJ;oX,^tJe schools site-visited is one of inconsistent 
mi^^ily lacloing communications between school ad- 
5trator^' and blan members. Sometimes the practice 
l^n^'S goalfe ard not adequately expressed, especially 
t^sXjjew faculty members. At other tiijies, tKe composition 
of "^t^ pl^'s steering comitjittee, the regularity of its 
.meetings^ notices and, minutes - or absenqe thereof. - are 
comm^ication factcSrs , which lead to poor morale 

Typology as an Indicator of Plan Success 

Table'^2 {pj.4 ) displays the. major organizational and 
operational aspects of a- practice plan and describes these 
.attributes along a centralized -decentralized axis. Pou 
characteristics are presented - structure, policy deter- 
mination, administration ahd fee handling. In general, 
a .Type A plan is more formally structured as a discrete 
entity either within or outside the medical 'school; the 
plan's advisoryv committee is more representative of the 
"plan membersfhip;\full-time staff administer ^the plan; and 
billing and collecting centralized above the department 
level. The Type C plan, on the otherhand,^iV character- • 
ized; by ^he existence of a variety of organizational 
patterns among the c](lnical department plans; advisory 
committees are either^on-existent or operate very cas 
allv, usurallv with a minimum of faculty in involvement; 
administrative tasks place at the departmental level; and 
billing and collecting arrangements vary depending on the 
wishes'of the' department or medical specialty. Type B 
plans* fall between these two extremes. ^ ' 



22 • • . ' 



.^9 

1 



It might be easy for some to Conclude that plcuj 
^success relates, to plan, type. Intuitively^ a- Type A 
structural plan - where the ground ruj.es are Spelled out 
explicitly and where faculty has an opportunity to in- 
* f luence policy - could 'ledd on^. to jud^e the pla,n sucr-^ 
cessful. However, it could be countered -that such a plan 
is. overly autocratic and that th€ Advisory Committee is 
too large for ^ffectivfe action* By the- same token, c5Ae. 
might conclude that a loosely structural framework of de- 
partmental arrangements i as exist? with Type C plans, : \ 
leads to an unsuccessful institutional practice plan. Yet 
such a , decentralized plan could result in satisfied de- 
partments and faculty^ 

On the basi^ of the in-depth reviews' of the seven 
plans in this study, ' typological designation is Abt a 
reliable inciicator o^^ plaiT success . The single plan 
(C^se ^tudy #6) which appears" to be most ^s^ccessfuly, i. ^ 
e. 4 have the fewest problems, is classified as Type B; 
the two plans which have the most difficulties, are also 
Type B, With that designation, one might presume that 
the pitfalls suggested with Types A and C above 'could be^' 
avoided. Rathei: than associating a plsui's '^pce^s with 
the degree of centralized administration whidh ,it mani- 
fests, one might better relate it to such operational 
aspects as: (1> frequency and nature of communi-cati^ns' 
between'. plan administrators and plan npenibers^' (2) type 
of faculty incentive arrangements,*. i/sTcla^ification in 
the written plan «f roles and authority limits, C4) 
fectiveness of billing and collecting mechanisms,, (5) Jthei 
character of services in support of ,practice and how thesi 
are costed and charged^ -> ^ 

Case gtudy Summaries 

Case Study #1 

^ This Ti^ B pl^ at a ptivi^te ♦northeastern school is 
defined by a series of documents; a 'complete written^.p^an 
does not exist. Maoiagenfent is ,centered in the plan 
office, but several departments aAd specialty groups per- 
form plan-]jike functions autonomously. An advisory co- 
mmittee is proxj^ded for within the plan-defining .docu- ^ * 
ments, but it has -not been functional until recently. . 

Mandatory membership includes all fufl-time clinical 
facu^Ity whose annual employment agreements identify a 
base salary and incentive compOnent*^nd stipula*te the 



'general rules of the plain. . . 

Monies for the base or institutional salary are de- 
rived frpp the school's general . funds , hospital funds * 
grants, practice fevenjjes or a combination of those ele- 
ments. The incentive component ia subject to a ceiling,'- 
but formulae for computation of the ceiling" vary* f^om ; 
* department to department.- , - ' \ 

ijk Administrative cost to departments for vrhich the 
Wlail bills aod collects is J5% of collections. An addi- 
tional 5%, which is credited to the generating. department 
for research^ and development, is. assessed for institu- 
tional development.. A few departments which do their own 
billincftand^ collecting ao'not pay the ^5% administrative^ 
costs ^t do contribute the^B% institutioill^> development 
component,/to t^e^plan. * 

The site 'visit team identified problems of communi- 
cation be^tween plan 'administrators and clinical faculty. 
These may ^lave arisep as a resul^-<:kf turnover of academic 
leaders and the lack of activity of the ' f ?iculty adv^Aory 
committee. - The assumption of leadership by the plan^ 
business manageirial staff b#^' prompted criticism by the 
faculty, ffuch^ criticisms centered around inefficient, 
poorly controlled billing' and collfecting procedures. 

Other areas af concern by* the fac\jjLty interviewed 
were the relatiTonship between volu^eierNf acuity and the 
plan,^ interdepartmental inconsistency of incentive, deter- 
mination, and lack a cl^4j!|def inition of plan objec- 



Case Study #2 



The practice plalPat tnis urbah-based putrlic In- 
stitution, in the Northeast Was initfally est;ablis,hed twd . 
d^cade^ ago, following a ^riod wheif faculty were per- 
mitted to practice for -fees ^der arrang^ents that did , 
not^allow for adequate -control . Supervisory lhanagement' 
of the^practice p^an i/ assigned to the Dean of the Me- • 
-dical Sbhool,, and a five-toember Supe^isory Board (iitclu- 
diiig the Dean) . Not all clinicians are participants/ 
Most^cainiqal departmenjjs have formed cor^rjations ^ but 
soniiB are organized partnerships , and others permit 
solo iirrangements. ^i^ling is not centralized. The plan 
is categorized as Tynfl^." • • . ^ ' 

>y^epiBu:tment Chairmen recommend. Dean and Chancellor 



apprpve faculty compensation - basic salary paid from 
State furids,^ plus "pverpr^ctic^" income^from the 'practice 
plan.' 'The plan permits additioftal incen^ve income, as 
approved by Dean and ''chancellor * t^J^ pa|^l from the plan's 
ear^ngs (after expenses, ov'erpractice income, fringe 
** belief itS/, and the departments' .and Dedn's Fund partici- 
, pation in the earnings) . This year the plan is expected 
to yi^d $6 million in total revenue * Of , this total > 
. fa(^ty income from allowable "overpractice" and incen- 
tivfe jnay ' approximate $2 . 6 million, the- departitents ' de- 
' '4felopment f Unds may rep^ive about $1 million, and the' 

'i5ean's Fund $500,000* ' , i * 

, It was generally agreed by ^the faculty and staff 
interviewe'd' th^t the plan providies 't^le means for attract- 
ing andj|ke6pdng ffidulty^gJ^ncfi Sta^te-prdvided salaries 
ar6 rtot competi'tive; thli|^Ban aiifeumes . control over facu- 

• Ity^time to assure ^equi^^ involvement of the facjtLty in 
the School >s educatipnal,^ese^rch,. and service ob^ctives 
Some aspects of the plan in operation need modification, 
requiring, inore specif ic^involvement of th^ Supervisory 

, Board. . V ^ ^ " . ' ' 

Case Study #3 , , . 

''The practice ^1 An, ^ categorized as Type A, at lihis**^- ' 
urbaih7based' private institution ijv tfee "South was forma- ' 
lly -adopted in'1975 as a. set of/ by-laws and has been ; • 
modified since adoption" to reflact changes in^the a^dmini- ' 
strativ^ or^aaizatioh of the insWtution. Fde for pr'ac-^ 
- tice was. permitted prior -to the Olan' s 'adapt icSn , ^ut" thi^ 
arraft^ements then in force permitl^d somt^excesse*s which 
• the present plan has ^corrected. ^ Administrative, authority ' 
/ is.. delegaj:ed to the Vice-Chancellor for Medlca], Affairs,* a 
(^with the-'De^n of the Meiaical School controlling faculty 
rtompensation and 'the Medidal Scho6l budget. ^The 'pl?in' 
^operates through tl)e clinical departments; fee billing/^ ' 
' anc^. collecting is ceiy;raiized (except for one deg^artment) 
^Jlr^under^the plan's^* business manager who ^reports to the -^Vice- 

Chancellorl A governing committed" advisory to the Vice- 
^ * Chc^ry::e!Q<*r meets monthly to' consider policy quiestiohs, ' 

• review plan's budgets, and serve* as 4 forum for plan , <^ 
fiartici'p^nts. ^ '} t ' - . 1 . 
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. • • This year' toe plan.i^ expectied to. yield about $16 
miJ.lion. Pees earne^J by the 175 xull-birae pLinical fa- 
<:ulty participarit^ are paid over *to the institution; ten 
percent of the gross collections cover bivsiness costs; 10 
per'cent is paid into a trust fiAid shared equally by Vice- 



Chancellor and Dean to provide resources for strength- 
ening the institutibh, and 80 percent is divided between 
'the department and faculty, under arrangements stipulated 
in the plan or approved by the governing committee # 
Faculty receive a Itated salary, agreed upon by department 
chairman and D5a«^, *to be paid from the resources (includ- 
ing the department's share of practice fees) available- to 
the departijient . • In additi^fth, participating faculty re- 
ceive an incentive income drived from practice, as de- ^ 
tiermined by the faculty member, department chairman, and ^ 
Dean, * 

General satisfaction concerning^ the plan's operations 
was e:Jipressed by faculty and staff interviewed; the plan 
ba^^rovided needed resources to strengthen the institu- 
tion>nd_iQ_attract and kepp facultjj^ in tune with the in- 
stitution's objectives in/education, research, and service 
Fur the improvement in the plan's business operations is • 
expectTO, and an on-rgdimg review of the plan's operations 
may provide tecommend^tions , for chaises to assure con- 
tiftued responsiveness to\f acuity and institutional needs. 

Case Study #4 

T^is case study, concerns^ the plan in , operation at a 
lopig-.Jltablished, public medical school which is uni- 
versity-based and the only medical school in the state. 
The plan falls under Type A of the AAMC classification 
for the study of medical prac€ice plans. 

The primary features of the plan, are: (a) all full- 
time faculty ticensed to practice medicine must partici- 
pate as a condition of^ employment ; (b) with a few specific 
excepti9£'9, all fees generated by the professional aitivi- 
,^^es,of^the participating faulty must be turned over to 
the plan; (c) by stat?e Itiw, the plan's revenues can b6 
""used only towards augmenting the base salarii*s of the 
clinical ahd batsic scier^e fac^pTty over the levels per- 
mitted hy state and other funding. The net income 'ge^ 
nerated each year by the plan is allocated to: (a) sup- 
plement state general revenue* appropriations that support 
medical faculty salaries; (b) augment guaranteed base 
salaries and fringe benefits for medical school faculty; 
(c) provide- an incentive distribution to the departments 
that generate the income which can be disbursed as addi- 
tional compensation to their full-time faculty in accord- 
ance with institutional guidelines and departmental formu- 
lae, m > 



26 

43 



Although the plan is under- the jurisdiction of the 
state, it As^ administered^ by the Dean, with the advice ""of 
a cbmmittee elected by the^ faculty, and with the assist- 
ance of a full-time plan manager. The amount available 
' as departmental incentive distribution is determined each 
year^by^the Dean^ in consultation with blie advisory com- 
mittee/* Those determinations are based upon accru^ ba- ^ 
lanCB in the plan's fund, cash collections, cash deficits, 
fiscal year expenditure, and revenue budgets. 

^The plan's written components are • scattered eunong 
state statutes, UnrC^rsity Board of Regents governing, 
policies. Medical ^<i^ool's policies, and Committee guide- 
lines. The features\)f the incentive component vary from 
* year to year and^re fenly vaguely defined. 

The plan has been instrumental, since its inception 
in 1959, in allowing the schobl^ to raise salary levels to ' 
competitive standards,, and h^" perliitted institutic^l 
grcSwth and the maintenance of quality, pro^rcuns. 

•Although administrative improvements, are constantly . 
pursued, ther faculty are not entirely satisfied 'with the 
system. They "resent their lack of control on how th$ 
money is gpent. ^Jie gjitinciples t)n which the plan is 
based, are tied to ^stltQr*. statutes, and therefore it is un- 
likely that substj^ritive changes will occur in the near 
future. ' ♦ ' 

Governed by a Board of Trustees ap^inted by the 
Governor^ this 'free-standing,, public, ^Health Science 
campus, is relatively young. Lod^Lfced in an urban setting- 
y in the midv^est, the pract^e plan is categorized as Type 




th'e Initiative of the faculty a practice plan was 
organized j^nly a, fewi>years ago for the purpose of gene- 
, rating,',adaiticJnal "^indncial" resources for, improving re- 
cruitmeht. and;;jetention of faculty, and to permit the 
sc]>ool "to reduce its commitment to faculty salany sup- / 
port,., f. > .' ' • J 

yror-profit corporation has sole" jurisdiction for 
the\billing and collection of all practice related in- 
come "and its disposition. The <ibrporation ;Ls governed . 
by sharedholders who a^^e the ciipical department chair- 
men. The shareholders elect a separate Board of Direc- 
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tors consisting of themselves, the 6ean of the College 
. (ex-officio) , one elected physician from each clinical 
department, and others selected by the shcireholders. 
Shareholders have the option to remove any director with 
or without cause at any time. * 

^ Day-to-ddy operations are handled by a Business Dir- 
ector and 18 FTE employees, who are employed by and re- 
port to the cor|)orationIs directors. A centralized bill- 
ing and collection system obtained revenues of #3.2 mil- 
lion last year ^f rom the j)atients^of 325 eligible partici- 
pants; unbilled accounts ^rpproximate $2 million. Member- 
ship is essentially mandatory for full-time faculty (80) 
and optional for part-time faculty, and' practice is limi- 
ted to the school's owned and affiliated hospitals. 

Q ^ Collected revenues are/ credited to the individual 
earner. Faculty compensation is composed of a base' 
salary, base supplement and an incentive payment. The 
base '"salary and base supplement are negotiated* between^ 
the Clean and the Department Chairman; the si|?plement is 
paid 6nly if earned J^y the physician.^ Earnings are cre- 
dited when collected, even those earned in past years. 
Ten percen'fc of the amount paid to the physicie^n funds a 
pension plan, and an overhead assessment of 3J%^is made 
against gross earnings for the operating costs of^the 
corporation, a Deans' Fund and a departmental account. 

The resources generated by. the plan have enabled 
this yQung institution to deyelop more rapidly than .it 
otherwise could have developed, and the plan seems to , 
have the general support of the administration and de- 
partment Charimen. However, other faculty {participants 
voiced criticism relative to billing, collections attd 
inadequate reporting, and some objected' to the control, 
distribution and use of the funds. 

' Case Study #6 

This ca'se study concerns the plan in op^ation at a 
long^ established, free-standing, public medical* school 
in the East. The^ AAMC classification is Type B. . * * 

The plan has 'written by-la'ws and procedures approved 
. by the Board of Trustees and has been in operation nearly 
twenty years with minor mpdif ications . The* plai> provides 
that each cliniccfl department will-bill .for and trollect, 
private income for patient services rendered by all phy- 
sicians Jiolding a faculty position and who receive a base 
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salary f^djm the institution equivalent to 35%«or more of 
a fullftimiv salary' for tha^ rank. Funds are dep6sited in 
a discrete departmental .bank account. t 
\ r1, ' * • / 

- Jhere is an overall Governing Board consisting of an 
elected repre'&entative. from ea'ch of the sixteen clinica]» 
departments. (With one exception these representatives 
are the Department Chairpersons.) In addition there is 
o«e. generally elected representative from the basic sci- 
ence departments. The President of the Medical Center, 
the Dean of the College of Medicine, and such other of- 
ficers designated by the President serve as ex-officio 
members.' ... • 

4 

The Governing Board establishes standards and proce- 
dures fpr, the 'Medical Service Groups consistent iwith: the 
policies -bf the institution and its Board of Trustees. 
It receives an annual budget and "financial report . from 
each practice group and employs a public accounting firm 
to audit the records of each group. These reports are 
made available to the- President of the Medical Center, or 
his designees, and all of the recoipds of the practice 
plan are available, for inspection./ There are 200 physi- 
-cians eligible. for participation in the plan and the last 
full year of operation generated $8.6 million. Practice 
IS limited to the University or affiliated hospitals. ' 
Each department establishes its own sch^ule of fees. 

Disbursement of funds from the departmental bank 
accoUi;it can be made in accordance with the approved bud- 
get and within approved policies.* These are: ffVe per- 
cent of gross income to a central fund for thfe benefit of 
the medical center, administered by the President or "his 
designee; reimbursemefTt to the hospital for costs in- " 
curred relative to private practice; payment of all other 
costs of clinical practice allowable as a deductible ex- 
pense under Federal -internal revenue service, guidelines; 
salary supplements, as recommended by tljie deparmfent chair- 
jnan and approved by the- Dean and President, not to exceed 
75 percent of ^ the maximum base salary *<>r that rank; and 
additronal fxinge benefits on the amount of the supplement 
paid. 

The service groups are* not entitled ±0 hold property 
and ali unexpended ' funds at the end of eafch calendar year 
•are paid to a foundation which establishes a restricted 
account, administered by the College, to be used for- de- 
partmental development. 
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« The administration and' faculty have worked together 
to rec^ce interference by a s-ta'te bureaucracy. , They ha*e 
avoideS a central biUling^ system, which they believe 
erodes the ability 6T the physician to have involvement 
with -his patients and their accounts. Considering the 

- number of separate accounts, the institution has good 
total accounting and knows t^e disposition of all mbnfeyi 
The overall plan has enthusiastj^c support of both admini- 
/stration and faculty and there was no expressed desire to 

I make any significant changes in the. pl^ of operation. 

' ^ . ^ Case Study #7 

, The sui?ject of this study ijt a plan 0< fairly recent 
origin for a State medical school serving a large inner- * 
city, underprivileged population in the northeast region. 

^Although the plan falls under Type B of the AAMC ^ 
classification, it' was designed and remains in an interim 
form because of the temporary state of patient care" arid 
teaching sites. Facultii maintaining offices some miles 
from the Medical School wall soon b^ consolidated in new 
and renovated central facilities. 

The principal features or^til^^-piarf are: membership 
is obligatory for all- full- and part-time faculty licen- 
sed to practif;^ in the State; a central admini- 
strative framework with a committee structure; and 
an optional central billing and . collecting system. 
Considerable departmental independence exists to design 
distribution^ formulae after proyiding for mandated as- 
sessments for overhead and for a Dean's Fund. S'alaried 
compensation is in most cases comprised of (l),an acade- 
mic bas« "wMch follows a State schedule according to aca- 
demic rank^H^ a clinical supplement, part of which may 
come from practice earnings accumulated by the department 
and negotiated ann^a■lly, and (3) an individual incentive 
based on departmental formiila, The base, supplement and 
incentives together cannot exceed, twice the maximufi aca- 
demic base salary possible on the State scale fdr the 
partic;jnlar rank. " 

A receftt ruling from the State Attorney General's 
Office solicited by the irvstitutiOn ' s administration has 
made it <?lear that the plan is a "creature" of the State 
and. subject to its rules and regulations. This has a- 
rt)usedT)itter controversyV between cliirical faculty and 
administrators over the e^tensiv^ ramifications such a - 
ruling Has on administrative -practices . Affected are v ' 
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persl)nnel hiiMng and qojnpensation, purchasing procedures, 
outside bank accounts, financial reporting and 'audit 
practices. Should the present polarized views continue/ 
j| legal battle could ensue, the consequences of which 
mght have significant impact upon present faculty and 
upon plans elsewhere in the nation',- / 
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GENE^ CCNCLUSIONS 

Several conclusions can be advanced'^ at this point 
based on the two-year study oA practice plans at U,S, 
medical schools. External and) internal forces at work in 
ther evolution of the. respective plan^ the functional pro- 
cesses and how they interact^ and the assessments of the 
administrators and clinical faculty at 'each of the seven 
institutions site-visited^ were all addressed during Phase 
II/. What the visiting teams found there and during count- 
less discxwsions at various Meetings and seminars during 
the course of the study reinforces the following conclu- 
sions: \ 

1. The importance of an organized written medical 
practice plan universally applied to all prac- 
ticing full-time clinical faculty in a medical 
schobl is becoming increasingly recognized 
nationwide. This is a consequence of the . 
schcx>ls' desire to compete in the marketplace 
for quality^ satisfied faculty; to achieve pro- 
greun control and balance; and: to counteract the 
diminution of other significant income sources. 

2. Careful attention to the way it is wtitten^ rq- 
viewed and updated is critical to a smoothly 
functioning practice plan. The document should 
include de;^ails on the plan's stewing committee 
arfd how 4||||operates; cjlearly defined institut- 
ional obj&tives, guiding principles^ and plan 
goals ;^flnition of individual and committee 
roles and authority bounds; faculty and admini- 
strator s| rights and obligations; and a clear 
description of fee handling/ corttpensation ele- 

, ' ments and incdme dispersal. , ^ ^ 

3. It is'^^unfortuciate that most plans ^ ^ven the well- - 
written ones, do n6t provide foj: ner carry out a 
systematic self-review and evaluation process. 
Rather it is done episodically as difficult pro- 
blems or institutional crises occur.. Sometimes 
the plan is forced into review by external 
forces. For example, the Liaison Committee on 

.Medical Education, during 'their accreditation 
site visit, may note problems with the practice 
plan. 
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Although financial jnatters ^re important in. the 
operation of a medical practice plan, it seems 
with most plans there is an over-preoccupation 
with the "dollar sign." 

The primary use for income from practice plans 
has continued to be the. support of clinical 
faculty compensation. This is evident with the 
s.even plans studied, which illustrate a variety 
of compensation schemes. The importance of ^in- 
dividual incentive arrangements is seen. 'Only 
one of the sewen plans, provides little personal 
reward .for initiative in patient care. 

Although the primary use for plan income is sup- 
port for clinical faculty salaries, an increas- 
ingly significant purpose is financial coverage 
for broad ^programs thrpughout the medical school 
via departmental enrichment funds or deans' c^is- 
cretion'ary /Qnds, * 

Very often faculty practioners are provided ser- 
vices such as^ malpractice insurance, space, and 
support staff without paying their full cost . 
either directly from their -collections or in- 
directly through an. overhead assessment, such 
costs are absorbed by;' the medical school, the 
teaching hospital br both. 

Greater flexibility in the use of practice plan 
revenue has become essential in meeting the pro- 
gram commitments of all medical schools. This 
is especially true of public institutions where 
state regulations have become overly restrictive 
and onerous. 

Inadequate or widely dispersed physical facili- 
ties for ambulatory care are felt to^be major 
problems at some schools and as a result con- 
tribute to lax administration and weakened con- 
trol ov^r the faculty in their^ patient care ac- 
tivities. Well-planned practice ^areas th^t are 
geared to an efficient operation can attract 
patients, make practice more palatable to the 
faculty member and make him more productive 
during the time he allocates to practice. 

Although relationships between full-time clini- 
cal faculty and non-faculty community ' physicians 
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caiv and do becdme strained for varying reasons, 
a practice plan can provide a useful mechanism 
for achieving ^ referral policy more favorable 
to the school. A well-developed plan can at- 
tract faculty with excellent clinical reputat- 
ions^ an inducement to more referral patients, 

11. In the. context of a practice plan /and especi- 
ally with one newly developed where none existed 
before, moderation, gradualism and contpromise 
may be the best way to achieve a workable plan 
and to avoid institutional trauma in the projcess 

The nature and operation of medical practice plans 
'has for two decades been of Vital^ interest to medica;L 
school administrators and faculty. The subject is today 
especially important, in the face of. drastically and 
suddenly shifting medical schopl resources. The topic is 
expected to be debated at length as faculty and medical 
school administrators strive to satisfy their own ob- 
jectives as Federal and state pressures for more open- 
ness, cost control and accountability grow. 
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CASE STUDIES OF SeVjIN MEDICAL PRACTICE PLANS 
\^ Case Study #1 



Awf Institutional Characteristics Relevant Ta The 
Practice Plan ^ 



This private northeastern institution is in a^'den- 
sely populated urban setting where there are^^a large 
number of patients with a variety of illnesses • There is 
a relatively small undergraduate medical enrollment, but 
a very substantial number of house staff. It is the aim 
of the medical school to help students 'develop a sense of 
socia^l commitment, by their exposure to a variety of prac- 
tice settings. The significance of research is aJ-SO 
stressed, not only to advance medical knowledge, but also 
fcrr its value to the learning process. 



The school is only one component of a large medical - 
center wheife^ there are six major clinical affiliations. 
The largest hospital 'affiliate as to Wed complement 
although separately incorporated, is contigudus ^o the 
medical school, and provides the' setting for about 75% 
of the clinical teaching. It has over 1,000 beds, ajid 
more than 30,000 admissions, 200,000 outpatient visits, 
and 50,000 emergency room viSdts per year. This hospital 
supports about 50% of the clijical faculty sal^aries, all 
of the malpractice and most of the expenses of pathology 
and ^ radiology . ^ ^ 

Relative to other^ medical schools, the number of 
full-time clinical faculty associated with the center 
is large. Traditionally, a great number of volunteer 
faculty also have been available. The latter group has 
full admitting privileges at the hospital and\aenerates 
significant hospital revenue outside the practice plah. 
The full-time ^xaculty is mostly a young, clinitally-act-* 
ive group. 

The following table presents quantitative indic^ators 
.relevant 'to this case study. ' * ' 
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TABLE 3 • i 



Statistical Data - 1967- 

F 


-1976 




1 






1967/68 


1969/.70 


1971/72 


1973/74^ 


19757T6 


* 












• - 1 




' » » 






^ 


Undergraduate Medical Student* 7" 


340 


360 


360 


4Q0 


420 


House Stiitf* ' ' ' 


320 


500*^ 


320*^ 




540 


Full-tinte clinical fafCulty* _ \ 


180 


24^" 


220 


240 * 


260 


Full-time Clinical faculty at ' 
Ass/ciciate Prof, and above* 


— 





80 


120 


140 


J • 

lotai yoiunteer racuity ^ 




— 


820 




ca 900 


Total /r.egul'ar operating revenues** 


— 


$8,979 


$9,823 


$t4,506 


?20 ,63i. 


Medi<5fal practice p^lan revenues** 


$685 


$1,750* 


$2,158 


$7, 021 


$9 ,288- ■ 


Sponsored Research expenditures'** 


$7,166 


$7,212 


$7,629 


$10, 404 


513,068 


Ratio Fuld-time clinical faculty to 
volunteers* 






• 27 






% of Fulirtime clinical faculty at 

rank' of Associate Prof, and^ above* 






39.2% 


k 48. 3% 


51. 2% 


% Medical practice plan revenues to 
total ^operating revenue* 


t ^ 


19.5% 


22.0% 


• 

. 48.4% 


45". 0% 


$ • 

• 












*> 

.* Rounded •to nearest, twentieth 


# 






J 





* Dollar figures rounded to n^rest thousand. 

+ Fluctuations due to change in source* document questionp. 




•B* , "The'' Plan - General Description And .History . v' 

' '^^.The practiae plan at this institution f Jfs^ dnto the 
^''i ' Type B grQuping according to the AAMC definition. ' Al- 
though a complete written description of this^plan does 
\ ^ nb-t exist, there Arereports and documents which adequ- / 
^ . . at^ly descdribe* th^ pertinent features of th'fe plan. These 
^ > matcarials' include employment contracts and financial 
state^Jjfe^^ 

; Pri^jBfc July 1, 1967, •the professional staff arid 
faculty otjbhe clinical' depart^fck^its consisted of approxi- • 
/ mately ^6 ifell-time sala^ried physicians; 30 geographic 
' ' full-time faiculty; and> 1,000 unpaid volunteers. The * 
GFT complement werer^provided of f ice s'^ within the institu- 
tion^, -paid a Smalk* stipend (in recognition of , their ser-* 
vices to tbe Schqgl) and were permitted to practice under 
letter Contract, ^r^ceil^ng was placed on their income 
beyond which alP' reveiiue reverted to a fund adju-nistered 
by the University. , Under this' system, however^there 

0 . ,were growing legal p3*pblems where, under State law, fee-. ' 
^ splitting, ^ which this Wlas judged to be, was disallowed. 

Thus> on July- 1, 1967,^ medical group was organized a^ 
a ^partnership. 

• , The partnership was dismal ved Januaify 1, 1972, be- 
cause of a number of tech^ical^problems inherent in the 
partnership -structure, e.g., ^iV was im|)ossible' to avoid 
double payment by the institution of . Social Security 
and Ohemployrrtent. InsuTcmie . Further, reimbursement by 
third party payers became permissible %o staff members * 
^] in an institutional group settiiig ih the absence of a' ^ / ^ 
. . 'leg'al partnership. Beginning in 1972, a' city unincorpo-.. 
.rate* business tax would have been lev3.ed against the^ ^' 
partnership, therefore at that tira^the plan was ct\anged 
^) and took its present . form. t \ . 

I \ f The current plan providers genei^ rules app3,ied ^ 

1 ' ^ . . univeysairy within the institution to control the geo^ 

graphic location of: private practice, earning ceilings 
.and patient billing procedures. The .departments and / ^ 

specialty groups have some autonomy ia use of funds 
, returned to them. .All full-time acad^ic practitioners 

|3fe^equired to participate in -thV jAan as, ik condition 
^ pf .wnployitent ahd in fact must sign* annua*«i»r^e#ients 
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,to this effect' Which stipulate bas^ salary, and extent ' 
incentive compensation. * • * 

^ The source of the base component -m^* be the schpol's 
general funrds, hospital fjands, grant funds , and/or* 
practice .revenues. In addition, there is an "incentive" 
component, which hasf an absolute ceiling. Although 
individual employment agreements vary in specj.)^icatipn 
^ percentages, they xelate the 'supplement to ^, .statfed. 
prG^ortipn of ba^ie salary within a stated ^l^lfi^ limit. 
Ffirige benefits are calculated on the base.:;"™™* ' 
^ ' .. . , 

There is a practice jilan office wi|:hf\^limit'ed bill- 
ing and collection functions and acGoukting re^spbnsi- 
bilities. The full-time manager, who 'Jeports^^to the 
College's financial services ^Jirector , Ihas ^ staff -of 
•L6. ^ . . I / • 

■-('■•,' 

The individual p^iysician sets fees fori his ser\M.ces 
and" has the authority to determine courtesly discounts or 
fee waivers. . The nlw collection rate is aibout 75% of 
'fefes billed. The- average monthly statement l6ad is 
approximately 5,000. Although billing is [officially ' 
handled by the plar> office, collections , may be made by 
the physicians, thefhs.elves or by, their depa;rtments , with 
disbvysement then to the plan offic^ , . 

In most cases* individual collections are assessed 
a total of 35%.'^ 25% to support plan office expenses, 
5% for institutional development (split betweeh school- 
and hospital) -and 5% for departmental research and.^ 
development. few departments, however, rather than -> 
pky the, overhead, provide- for their, own administ^ratiye 
needs. The n^t is qdherally available -for faculty 
compensation. * . ^ 

( 

The following Statemeat of Operations for FY 1976 
shows' recent income -and expenses „f or the plan. 



STATEMENT 'OF OPERATIONS 
July 1, j A /S - Jun.ej30> Mt6 
(FigureS~~rai^lf* tp nearest Sbu^nd)' 
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4 - 

Income $"5,288 
Expenses: 

Earned Faculty Income j(Base) • ^ 816 

^ Shared Fees (Overage Supplement) ^ i'eSl 

^ Staff Wages , . '873 
Fringe Benefits 

Overhead ^ • -^g^ 
Development Fund- Departments 

Rentals * * • < ^gg 

Outside Services , 2g7 
Supplies , '246 

> Alterations & Renovations , ^47 
Utilities' 

Travel , 

Memberships • * .^^ 

Other 4k 27g 
Expenses Allocated to * 

Departmejits as Overhead (55 7) 

Tot^l Actual Expenses $9,246 
Net Operating Balance-June 30, 1976 - $42 ' 
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Malpractice^ insurance is provided by the major teach-' 
ihg hospital at no oost to the pl^n . parti^^ants . 

• * Only within the last feW weeks has a plan management 
Advisory^Committee been atfTi^ated although it has been 
*;on '^aper** for sever^ years.* Composition includes each 
clinical department chairman, an alternate, and' an elect- 

-ed representative from each clinical department • The 
Chairman is appoirvted by the Dean. 

C* The Site Visit . ^ ' 

During two full days interviews of about an hour 
,each werG^conducte^ with the DirecfOr^of the m.^jor 
' teaqKing hospital, the Acting Dean of the Medical School, 
.'•the Associate Dean for .Business , the finan'cial ser^cos 
Director, £he . Administrator of the^ plan, and the legal 
affairfe Director. Interviews were also held with the 
head of the plan's advisory committee (als^ chairmafri of • 
a 'major clinical department) and six additional clinical 
fac'ulty members who represented Departments' of Sur 
,Medifcine, Ob/Gyn , Neurology, Pediatrics and Anesthesi- 
,ology. 

The site vistors included a medical .school Deafn, an 
Associate Dean for Patient Services and two AAMC staff 
members • The visiting team was cordially welcomed; All 
of the .interviewees were very responsive to '(^ufe'stions 
.and provided their own perceptions arfd concei^ns* about 
the practice plan. 

^D. Key Issues 

jj|or discussion purposes a number of no/bed issues 
^have been grouped by major category^ - 

1. ' Structure and General Adminj^stration - 

Among the ^faculty and staff iriterviewed ^ : . 
there was reported to be a general feeling that 
the plan, as an integral part of the medical . 
school, is in the best interests of the school 
and its identified 'objectives . 'However, any 
pr|ptice plan applied to the activi4i^ies o^^ fac- 
ulty practitioners should, accoi:>sling to a number 
df'the interviewees, provide a means for the 
expression , of vie\l^ as to its administration. 
The absence of a functioning manai^ement committee 

* when su4^ a corfunittee had been established ^ 
' ^ earlier^ on - paper" contributed to distrust of 

administration by plan participants. This is. . 
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especially true simce, by dje'fault, .the plan has 
been exclusively the operational responsibility 
of business rather than business and academid 
^lead^rship. 

A strong chairman of a large :clinical de- 
partment, newly arrived at the school, will 
chair .the re-activated management committee. * He 
appeared to be dedicated to improving the exist-, 
ing plan and to makin^g ^twork. At an initial, 
meeting of the committeeKeld in> March, problem 
areas were identified and subcommittees were 
assigned to recommend solutions^. These included 
overhead charges, billing and collecting,, and 
program issues,- ^ 

Practice Setting and Ho^i'tal Relationships 

Throughout the interviews the wishfi^l 
thought was repeatedly expressed that "if only 

a; Mayo environment could be established "* 

The reference is to a^ self-containfed clinic at- * 
mCsphere wh^'fift everything is readily at -hand for 
the ambulatory patient ' S -ease and comfor't. Bill- 
ing ajfd collecting were desLgned to be'inr^a^cen- 
tral loS^. In reality, outpa*tient care is wide- 
ly dispensed throughout^ |:he teaching hospital, a 
fact which^^sters ^ wish by the departments, to 
CQfitrol theirsQwn billing and collecting. Majfer 
renovation and K&alth delivery program consoli- 
dation would have to take place before a "Mayo" 
^uld be replicated. . 

V Most of the inpatient and 6utpatient care 

takes place within the hospital contiguous to the 
medical school. The practice plan is seen by the 
hospital Direct?or as adva'ntageous tp the "hospital 
since it 'keeps the "hard inoney" budget under con- 
trol by providing support for clinical faculty 
salaries. (App^xirrtately 59% from such sdurces 
as Medicare-PartV. ) This share q^- faculty com- 
jj^nsatian is for' "service" as well as for super- 
vision of house^ltaff who are" paid entirely by 
the hospital.' . 

» » 

A number *of the^ int>i^viewe*es feel a solid 
move is under way toWaM a single clas^sif ication * 
of patients for both hospitalized and ambulatory 
care. As it stands npw Bib th pr^vate^ and referred 



patients .are ptesent as ,^re st\ff liatients. Be- 
cause the hospital does no#,charge \he latter " 
type for professional fees, e.g. Medicate Part B, 
significant potential^ revenue is lost A F^'scal 
.staff of the roedidal* school have isstinpted that, 
with, a single private" clas3 of patien^^ income 
might rise 40-$0%. ' 

Extensive amcillary services are available 
in th^ hospital for the patients' of plan parbi-' 
cipants; however, less and less use<is, made of 
,the services partially because .the %>lan 's members 
have- the option-^:<ri?&esOutside labs.- *One clini- 
cian stated that tl^||io^ital does not accou'nt 
separately for sucJ^laacjtices provided to out- 
patients; such billing is "locked" to inpatient 
status.. .There was considerable enthusiasm ex- ' 
pressed that the group operating under the plan 
ipight take over resporlsibility for the OPD and 
the ancillary services, in which ca^e a fee-for- 
service system would h§ve to be developed. 

' \ 

^ Malpractice ins,ui;a«ie fcoverage is provided • 
totally By' the hospital to all physicians (plan 
participants and volunteer staff) who treats - 
patients in 'that setting. This ^coverage has 
been on a self-insurance basis since November, 
1975. , Contributions to th^ ppol have been at 
the rate 'of $2.5 million a year, and are, for • 
the molnent, generated from third party reim- 
bursements. There, was some concern that hew 
Medicare regi^lations may disallow this p'ractice, 
and should that happen^ much,, if not* all, the 
cost would be ttans^f erred to the pla^n. ' (The 
new regulations have in fact limited this prac- 
tice.) One clinician hoped the qpverage would 
remaiij with the hospital ' to* induce the -facility . 
to provide "q^^lity" patient care'. Althougl* the 
plan members ^e the -hospital's coverage of kal- . 
practice insiUffeUlce as an invaluably ftinge bene- 
fit, some do not xjuite believt its existence 
since no official certificate'^ or documentation 
has yet beoti provided to the practitioners. 
(This Lb understood to \^ in/the works.') ' 

. ^e administrator at the school criticised 
the Ot^^mplicated ^d "unnecessarily divisive" 
syst^^of "chargebacks"^ within tVie' Center. The 
schr^'l, for examplfe, rents research s^ce for 
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its clinfCtl faculty in ^he hospital. Most t practice cen- 
at thi^ institution , in fact, are chaifged space rent 
l5y eithe^r dchoof or hospital. ^ There is uhder consider- 
ation a department Space charge regardless of where it is 
loca.ted 

3. Billing and C611ecting 

BiHiMig and collecting procedures elicited 
the most outspoken criticism among the inter- 
. ^ viewed- clinicians. Th$ system is as follows: 

charges for ^professional services are developed 
by the physicians, either as individuals or de-. 
partmental groups; they are submitted to the cen- 
tral billing office for^ recording and mail out; 
. ' the bills axfi rendered' in the name of the physi- 
y. - cian who receives the payment; receipts are'de- 
C posited with the billing- office; when the initial 
bill is not paid witbi-n a reasonable^period , the 
physician orjids department makes the decision* 
as to follow-t^p billing, or -whether it is uncol- 
) 'lectiBle except 'through a collection agency. 

r ^ • '• ^ •■ ' ~- 

This system has led to a number of ineffici- 
encies. The institution's outside auditors h^ve 
criticised the school for unsatisfactory ca§^^ 
control procedures, mounting accounts recei 
inadtequate policies 'regarding iancollectibles , 
lack of a central cashier, and poor conti^ol over 
the physicians' courtesy discounts and fee wai- 
vers. ' f ' \ 

Adverse comments from the* fac^lt^ stem ^ 
partly from -distrust yiat full patient fee pro- 
cessing ^ services are not. provided by the central 
plan offipe. ' Many faculty members apparently 
, fear that funds collected from them will not be * 
credited properly to their accounts. Further, 
they complain of numerous mistakes and inade- 
quacies within the computerized system, which 
generates .excessive data beyond what the ^ysic- 
ian needs to know on hii^collections. These - 
» concerns hctve led to wicrespread doubleO^ook- 

keeping. Plan members are irritated by wha^ 
appears to them to be an -unjustifiably high over- 
. head tax imposed by the central administration. 
Nevertheless,' departments must maintain staff to 
prepare third party billing. They see the system 
as cumbersome and impersonal, and to many the 
only solution is to decentralize the total billing 
system to the departments. * * 




Income Distribution ^ ^ 

The iMlef of this practice plan provide for^ 
an "incentive" supplement l^eyond an institutional 
bdse salary. The Supplement must be earned, how- 
ever, and is subject 'to an absolute ceiling. Al- 
though' it ftas been said that fewer than a dozen 
individuals reach t¥f^r ceiling, .there is - general 
distaste for ^ fixed ceiling. on earnings. The 
following reasons were ^iven .by the physician in- 
terviewees: 

. ' , ,-4 ^ 

a. Some of the -faculty who redch their 
ceijings hold back billirtgs 'until the - 
next fiscal year. ^ ^ 

^. 

b. It is a^recruitment disincentive — al- 
though at present' the ceiling is high 
enough to preclude many reaching it, it 
does remain as -^a pi^chologi^cal barrier. 

c. As the. patieni popul^ion grows,^ it dis- 
• courages the*^ faculty member who ds ap- 
proaching Jais ceiling ^from taking on a 
greater se.rvice load." 

i 

• t ** » 

d. From the department's st^alpdpoint , the 
ceiling^s effect on gener^ departmental 
revenue can t>« ipru^iial if it leads to. 
curtailed patient ^billings for those 
faci:||ty ^"bumping ceiling." 

^ A number aril clinicicuis interviewed, how.ever, 
seem '^9, have accepted their own level, of ""genteel 
poverty" , 'Sacrificing large' gains outside the 
school. To them, the ^presence of an^earnings 
ceiling means very little. ' Their fociis is more 
on the academic n^ature of the * institution. In 
fact, to this froup, it is qpite legitimate for 
th^^ school management to lis^ their patient earn-^ 
inqs beyond their own compensat'ioA in order to 
help the total school achieve its goals. 

There is significant criticism from the ad^ 
ministration of the variety of depajrtmentai . for- 
mulae for calculating the individual's "incen- 
tive" compensation. . The formulae change oruite 
frequently and it may be difficult to reca^ the 
rationale for a particular distribution scheme. 
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Such diversity weakens faculty morale and fosters 
suspicions of inequity. 

The department chairman has great latitude 
.in "determining the manner in which his depart- 
ment's earnings are spent for non-salary ^tems. 
There was- some feeling expressed that intra- 
depaYtmental, units should have greater voice in 
determining the -use o^ the' funds they generate, 

A major problem' relating to salary and 
fringe benefits was evident during the intei^views. 
Although a broad liberal benefit package now 
exists within the institution, there are a num- ' 
ber of faculty reaching, retirement "age^ who start- 
ed their career ^t the school when such. fringe 
'benefits were comparatively meager and who^conse- 
quetjjtly have accumulated little in their retire-;^ 
, ment annifity. Long under a geo^rapjiic fulljzJzime 
system, this school until recently provided token 
base salaries, while it allowed unlimited re- 
tention jpf r^i^ti^r earnings. Institutional con- 
tributions to ro^iremerft for individuals with 
loftflL^ermce would therefore have been relatively 
'little. 

General Membership Attitudes, Programmatic Con- 
4icerns and Self-Assessment ' ' 
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This institution has had a*" long tradition of 
ndence upon volunteer faculty who have full 
tting privileges to the major- teaching hos- * 
pitall Gradually, tke 'small 'nucleus of full-time 
faculty expanded, and, as a consequence, the de- 
pendence 0n volunteer staff diminished,, but they 
have nevertheless remained/ There was feeling^ 
among the clinicians ^.interviewed tha't such a 
system of volunteer appointments to the degree it 
exists tO(Jay, is no longer appropriate, 
Thes^, views and the reasons for them, can be 
'Summarized as follows: ^ 

a.'^ The ^presence of large numbers of volun- 
teers '"subverts development of a good 
internal medical referral base, as many 
on 4ihe full-time staff refer to non- » ^ 

faculty specialists on the outside At 

r least one -group of full-time faculty 

*. * * - • 
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practitioners has the view that the 
group . should function more interdepart- 
mentallyr but, because of the lack of 
internal speciality coverage, they must 
refer to the outside volunteers. As -a " 
result, potential income to the School 
is lost. ^ 



b. With admitting privileges to .the hos- 

pitefll and , malpractice insurance protect- 
ion, the volunteers have "free protect- 
ion" paid by tKe hospital, and without 
imposition of an earning ceiling; 

Although there was j^advers^ feeling toward 
the volunteer staff, it was the view of one - 
prominent cliniciaji that this "town-gown** pro- 
blem should "come to a head" with the appointment 
of a new dean. He commented that kiany have' go6d 
academic potential arid', under fhe right circum- 
stances, some may want to joiri the full-time 
faculty. 

The fact that the deanship and several de- ^ 
partmental chairs have" been vacant for some time^ 
at this School has. led to a conspicuous absence 
of leadership in many polipy making areas includ- 
ing operation of the practice p^lan. Such a, si- 
tuation appears to have aggravated mutual -dis- • 
trust between business officer^ and faculty 
practitioners. StJR^pf the clinicians were 
viewed as far 'too "a^ricioys" and lacking the ^ 
School's best interests, while tlie business admi- 
nistrators were seen as eager to "AiilK" practice 
revenues so that administrative needs co^^ld be 
met. 

' *' • 

Not only did communication ' between these 
two groups ^appear lesa than idea^L, but. communi- 
cation among the full-time practicing faculty 
.also seems to be inadequate in some respects. 
The new chairman of . the plan tianagem^nt ' advisory 
^committee, in particular, noted this problem. 
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Knowledge that ^here are"^income distribution 
formula variations among the departments *aftd, 
withifi departments, among organizatipnal units, 
seems to have furthered suspicion of' special 
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privilege, the site visitors observed. Many 
faculty have no knowledge of the source (s) of • 
their compensation. • " . ✓ 

* * ' * ^ 

To several of those interviewed, a-^practrce 

plan sho\ild reflect more than dollar flows. It 
is viewed by them as a way to pi:e serve some sem- 
blance of program perspectivfe and balance and 
should include a clearly stated 3^e<^of objectives. 
Such objectives are not written at this institHj- 
tion, and a formal s^lf-evaluation process does 
not take plac^.^ Each individual involved with 
the practice plan has his own view of what the 
plan is and its purpose, as veil as what the plan 
should be. Frequently , as this site the two ^ 
^foeal points — income generation versus program 
control — were found to be antithetical. The 
views paraphrased below serve to illustrate th^ S 
dichotomy; ^ ' i 



"It is unfortunate that the Tan has be^qome- \ 
such a major funding source as it interfe^-^ 
with more sdholarly pursuits." 



es. 



"There is a basic prohjem of maintaining i 
strong academic environment in this intense 
practice setting. " 

"The plan is ^n important financial operat- 
ion. It's^fhe only thing th^tt's growing. 
The institut?ibn shouldn't be too greedy 
about diverting, money to institutional 
support. " 

"The plan should be a professional, organi- 
ze^^^alth* care delivery scheme, taking into 
acd^ftt such ideas as prepaid patient con- 
tracts^" " 

"The plan should provide^ a placa^o practice 
ii^ the institution' and at the sanm. time 
should make the pract±<;ioner feel rh^re a 
part of academic life — a natural trade-off 
woi>ld* be less income." 

^t^ plcin should provide the means to attract 
^ai^d pay for full-time . faculty and is an eco- 
nc>mi;C device to stabilise school and depart- 
mdntial resources." 
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"A money-maker for the institution." 



"The plan is so structured that it encour- 
ages a 'treadmill' of service coiranitments 
^ which are difficulty to keep up wfth." • 

"Under* the- plan and its administration, not 
• enough attention is paid to suqh vital 
issues as finding ways to improve the pedes- 
trian issues of billing and collecting." 

9 

Teeun Observations. ^ 

During the series of interviews, a numb^ of 
striking observations came to^ light which partly 
reflect ia^ividual attitudes as well, a^ conditions 
found toJ^ist dTui^rently at the iris ^(ijtut ion. y 
The§e arJ^^s follows: 

a. Search is under way for' a new medical 
school Dean; the Acting Dean has been 
functioning for less than a year; seven 
departifiental chairs are also .vacant. 

b. The management advisor^^ committee for 
the practice plan had, until recently, 
not met since 1971; it is currently 
headed by a new chairman of a large, 
active clinical department. 

c. At , the initial recent meeting, the ad- 
visory committee identified three pro- 
blem areafs for further study by si^r 
committees: overhead costs, pati^| - 
billing and program. 

d. Duplicate record keeping and redundant 
accounting p^focedures are apparent in 
sbmi^ ^feas. Very limited service is, 
now provided by the central billing 
Office. 

e. External auditors have been critical of • 
the lack of cash control procedures in 
the billing operation; the amount of 
accounts r^ceivabie has grown steadily. 

•f. The ' Department 6f Surgery generates 
abovit half of total plan revenue.' 
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Under the plan, the pjractitioner is npt' 
obliged to obtain laboratory services 
from the hospital for private ambulatory 
patients. As a result, there is con- 
side'rable' lost revetiue tfijthg/hospital . 

^ •> 

Charges for professiona J^services TPart 
B) are not' rendere"d J^Ol- nop-private ' 
patients. ' ^ ' 

The Acting Dpan'st.ated that "the Assoc- 
iate^ Dean for . Business runs thg plan," 

The mainstay of ambulatory teaching - a 
nucleus of seven faculty in, the Depart- 
ment of Medicine - was outspoken in 
criticism of the pre'sently constituted 
plan and its operajti6i> and had maae ^ 
veiled threats of departure as full-time 
faculty. 

Some mistrust by clinicians of the cen- ^ 
tral billing office appears to emanate' 
frX)m an earlier experience in whi<:h a . 
responsible administrator from this 
office was found to have perpetrated 
fraud. 

There is physical dispersion of patient 
care activities throughout the Center 
which seem to make a central billing 
and collection operation impractical. 

Until very recently fringe benefits were 
associated with the salary basenoniy and- 
the base itself was frequently little 
more than a token amount of total 
compensation. _ / . * 

There 'was expresse^^ill feeling by the 
full-time cliniqal faculty toward the 
.larg'e complement of volunteer faculty. 

Dissatisfa^ction with an abs^olute ceiling, 
on individual earnings was. widespread, 
but there was some difference in per- 
sonal, view b/Btween the more "scholarrly" 
clinical fkculty members and the "pure" 
practitioners. ' 
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A recent d-^ijy hospital inpatient cen- 
sus revealed that 55^60% of medicine 
a^d surgery beds were assigned to staff 
patients. 
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7'. • Conclusion 
' / / . jit 

At this site, the practice plan as it now * 
operates, has led to a number of problems. Most 
of them appeared to be transitory ^^the resul^ of 
large scale staf^ turnover and vacancies. There 
appeared to be several possible alternatives, :^or 
•\ 'solving tha thorny issues rela'tJ^^tf) billing, . 
collecting and accounting. One positive sign is 
the reihstitution 'of the Management Advisory 
Cpmipittee, which is expected to establish fegula'r 
communications between business staff and faculty 
practitioners. ThCmajority of faculty and staff 
appear interested in improving the present situ- 
ation. ' ^ • 

Case Study #2 * 



A. Institutional Characteristics Relevant To The 
* Practice Plan • ^ 

This la a long-established urban-based public insti- 
tution in the Northeafst which, has approximately 300- 
member full-time clinical faculty with the interest, time 
ai>d freedom to promote ^cellence in patient ^care , teach- 
ing, research, administration, and academic %rowth. The 
♦student body numbers ab6ut 1,000 undergraduate and grad- 
uate medical students, ^nd approximately 150 pre- and 
post-doctoral candidates in the basic sciences. 

Limited ^financial resources provided by the State 
for faculty salaries are not sufficient to attract and 
keep a body of comp^t^nt clinical faculty. Arrangements 
have been made, therefore,- for the opportunity for facu- 
*lty, through private practice,, to provide additional re- 
> sources for their partial support and for strengthening 
the . institution and its individual departments. This 
T^riVate practice takes place only in the University ^iqs- 
pital,'and in affiliated clinical institutions, under 
arrangements stipulated in the -practice plan. 

The table on the following page presents variables 
over time that are pertinent to this case study. * ^ 
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Undergraduate Medical Student* 
House Staff* • * 



1-time clinicai* faculty* 



Full-tiqie clirwical faculty at 
Associate Prof! and above* 

Total clinical volunteer faculty* 

^Jotal regular operating ifevenues** 

Medical practice plan revenijfes** 

Sponored research expenditures** 

o 

Ratio full-time clinical facui»ty"^to 
» volunteers 

% of full-time clinical Hfculty *at. 
rank »of Assoc fate 'PcoT. and at>ove 

% Medical, practi!^ plan Revenues to ^ 
total operating rev^ue 




* Rounded to 'nearest twentieth w ^. * / 

**Dolla'r fignares rounded to nearefet tKou^an^^^ 

*'**/Ldd«d $2^21 of -generaT university .funSs and $2,151 of' hpspJLtal - teaching 
clinic f\5ids in 1971/72 and ' , of general univ^sity' fugds and ' ' 
'^$6,406 6f hospital' - - - -'^ i-' - ,o^-./-7>. ^ 



teacrtin^ clinic funds in 1973/74. 

0 
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B. .The Plan - A General Description And History 



The medical service plan at this school is classified 
,as Type C according to the AAMC's typology. If was first 
established two decades ago; following a- period when 
faculty w?re permitted to practice for fees, buV-under ' 
arrangeftnents during- the^l960 ' s th^t did -not allow for. 
adequate. ^ admin istration arid central organizational con- •. 
trol. ^Atthotfgh there were a^jzeed upon ceilings there 
was the suspicion of violatjion of . the ceilings because of 
indLVidual billing arrangements. ^ ' 

The plan. was developed 4»y a committee composed of / 
department chairmen, faculty, a hospital director, and / 
fiscal officer, and approved by the University Regents 
and/the Chancellor. Supervisory management i^ ^assigned 
to/the Medical School Dean; there are no by-laws as such^ - 
bu\ the plan is ^n written- form. • ""^ ■ 

' 1. Objectives ^ . ' • 

The plan recognizes 'sever:al purposes to be * 
* - achieved: ' . . 

/ 

• attract high quality faculty to teach, 
conduct research and engage in patient 
care * - • 

% perqnit physicians to maintain tH^ir 
skill thi^ough practice, in addition to 
the clinical activity necessary for the 
• • edugtfftion program. 

% - provide^eans for all departments to de-. 
^ ' , * velo|^ aid to- rn^intain an inter-depart- 

fc^ ^ * >HTieTtt^l balance (personnel, space, f in- 

V consonant with the medical 
.Is goals 0 
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enable plan participants to be allowed 
benefits, such as ^ntributions to re- 
tirement systems, heal'th, life, and . 
disability insurance, in addition -to 
those provided by the state 
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Organization ^ , , ^ 

. ' * A variety of arrangements 'are .available for 
faculty ,who want to participate in the plan, 
IfKere are some' cjinical faculty who dp not parti- 

\ cipate, generally concentrated- in tl^e Department 
o'f internal ^Medicine. -This chairman has resisted 
Structuring the practice of his facul% under an 

^ institutional planj The great heterogeneity 
amon^ his faculty ^as^ to sub-^speci'alty v/ould also 
preclude a t:oacensu^on 'plan 'Styuilture, ' 

Most of the clinical depctrtment:s have formed 
• corporation?, as allowed by^ S'tate statute in 1972 
and* their eht^^ J^ull-time ^li^ical faculty are 
included in t^Hjjporpbfate ..3tu.rcture . These fiin*fe- 
tion like ^ cha»it43jle trust \and^i;, which *f acuity 
fees ajre "donated*!^ tax-free to the non-profits - 
parent insj^itutibh. Other, departments are or- 
ganized ^s partnerships,, while st/ll .others 

/permit facuity^^'to participate on4^^solo basis, ^ 
One department , organized irt. diviB^io^s , permits,- 
•some* o'f these itfnits to form individual, corporat- 
/ions,-*or partnersViips, *while ^he faculty of pther 
divisions, pai5ticipate as solo practitioners. 

Operational Aspects 

' ^ Whatever t^^ organiz^atiopal.'sttucture , the 
medical service plan has the followii?^ featuires: 

a. - Facilities - space and equi{6nerit - 'for 

* the participating physicians to prac- . 
*/tice ai;e provided by the University 
^ T^ospital or affiliated institutions, 
without .charge* to. the corporation, 
, partnership, . or solo ^practitioner > 

b. The professional' fee income the par- 
„tij:ipating' group includes all. the f^s 

* generaljed by the participating members, ^ 
^Each group determines its own fee st^\l^^^ 
tufe . . ^ ' ^ . ' 
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c. .From the professional fee th% following 
. income are deducted: 

. (1)' the ordinary ar^d necessary expenses 
'^ , \ * ' incurred '.m earning .the income, in- 

* eluding th^ cost ^of* professional 

^ ' . ' liability insurance not borne ,by 

^ / the University fiosprtal' (the Hos- 

^ , pltal pays 60%, the individual' pays 
, 40% of the insurance co5t) 

. , . ' ■ *^ ^ ' . ^ , . 

\ < ^ ' • (•2> /*the additional' income, termed" '*j^ver- 

^ \ / . practice", permitted to the indivi- 

dual members of the plan over the 
^ member's basic salary, and in ac-- 
. ^\ • cordanco* V;ith the cJompensation 

\ ' , 'arrangement ijicide each year ^ot each 

I ^ ' ^ facul'ty member . ^ Thi s ' arrangement^, 

• " . recommende^d b^^ departqlent cHair^nen/ 

^ ^ ^ * ^ but requiring approval by De^ and 

^* • ' Chancellor-, deterniines the basic 

amount to fee paid each Acuity me 
' *. • ber ffom i^ate funds, and 'the ad3^ 

^ /t > * ^ tional ihc^'me to be' allo\*ed the 

, ^ faculty melcber from the: income of 

; • • ^ 4 " / thfe participating^ plan (or from . / ' 
^ , othe]^ activity, such as research^ • . 

^ . . . gtants) ' \ " ' ' . • , ' 

. , ' *" '"^ * V' ,.v3t^»<the cost of .fringe benefits in addi- 

. ^1^- to- t^ose paid «by the State i > ^ 

. ^ ' ; - ; . ' . - 

* \ d. The balajic^^of the professional fee in- 

/ ^ ^ come is dis^trrbuted 'as follows: 

\ / . ^ 

' . (1) 50% to; ^he departments ,, to be used 

^ . * ' Y ^ , to pay for ^epartm^tal resea;rch, • ' 

• . , . * " ' • . ' books, minor equipmer)t, tiravei, and v ^ ^ 

' ^Vsuch;othfer ex'pqns^s'as approved by 
, *\ ' * * the Dean. " • ' » ''^ • * • 

^ • (2)- 20% to the, Deam'«pi|Fui>ja to t^e used ^' 

• ' ^ for institutional and faculty devej-* 
lopment . ^ \ , ' 

^ ' . ' • (3) up to 3]^% 9& the ' romaini?^ funds may 

. > ^. * ^ ' be paid to the faculty as incentive 
^ ' ' / . * overpract5ce income sulj^ett to the i ^ 

concurrence 0^ D^n arfd Chanc^,iror, 
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e. At year ''s .end, all . remaining profess- ' 
ional^ fee income not disbursed, is paid 
into the University' s account^ there is 
no carry-over of funds from one year to. 
the next for the benefit of the partici- 
- pating members. 

-"^f. ^ Each participating group maint-airts i.t^s 
^ ' own billing arrahgements , management 

procedures, and 'discounting controls; 
however, the accounts are subject to 
^ audit by the University Busir^s& Office. 

g, k five-member Supervisory Board 'oversees 
thJf plan, ^nd is empowered .to *make 
♦ commendations to .th6 Faculty Boajd 9h / 
modifications to the plan, or its con- 
/ tinuance. The Supervisory ©card is. coip-* 

prised of three faculty (two clinicians) 
elected by the Executive Committee of 
the Faci^ty Board, the Dean, and the 
Directolrof the* University Hospital . 
The Supervisory Bo^rd according to the 
written^ plan ^s to m/et at leafet four 
^ . times a, year to discuss arid review tiie 

plan's operations. The Board's review 
of the plan and change recommejidations 
^ are to ])e imade to the /faculty^ Boa/d by 
October 1 of each year. 

Finances ' 

Annually, ' the pla^i yields about $6' million ' 
total revenue.' Of this total} faculty incomp . 
from *allowablev over-practice and incentive may 
approximate $^}6 million, the departIne^ta' deve- 
lopment funds iT^ay receivfe about- $1 million; and / 

the Dean's fund $500,000. ^ t 

■ ' • ^ 

The fallowing Statejjefi^ of Operations re- 
flects' income and expeffses unde^^^ this plan for 
a recent ^ix-month time period. 



• 

TABLE 1 



STATEMENTS 0^ 0PE;RATI0NS 

gix Months - Jan.^ 1 - June 30 1976 
(Figures rounded' to nearest thousand) 

Income (net after inter-account transf^.r) 

Expenses ^ 
Salaries (Prpfession'al' Overpractice) 
Non-pra|j|£Ssionar Salaries ^ • , 

-Fringe benefits & Payroll Taxes 
Malpractice Insurance 

Dues', 'Licenses, Publications & iSubscr iptions 
Travel - - , ^ 

Outside Services \ - 

ACG^tRtting & Legal 
Of f ice ' Supplies & Expenses 
Other \ y * 

Sub-Total 

Distributions 

Bean's Funti \ ' ^ 

Departmer^tJal Development Funds 
liicentive Joverpractice " 

et Operartring Balance - Six Montlis' Ended June 30 

V 



V 



' 58 

: 75 

\ 

\ 



5. Tean Observations 

A review of the plan as it, functions was 
provided in discussipns of one hour each^ with. ^ * 
the Dean^ his Associate^ and Assistant Deah, the ' ^ 
University Director of Business Services, the • , j 
Hospital DiUfctor, the chairmen, and plan 
directors fpr six clinical departments, and the 
consultant to the medical service plan. • - ¥ 

The following picture emerges, of the plan 
in operation: 

a. To-date the Supervis6ry Board has not 
functioned as the plan stipulates — > 

M few meetings, no plan modifications re- • *' 

commended, and little communication with •-v- 
^ . the Faculty Executiye Bbard. Generally, 
this was seen by tjpe interviewees as an 
unfortunate situation. The view was 
expressed T&y one dUinical'^chairman vho 
felt that the Supervisory Boards even 
though meeti-ng irregularly, was "Dean- 
do^ninated" and that*' the less they met 
i the less likely • th^y would disrukpt .his . • ' 
^ departmejital plarf. T^^neral view was 
* that this Board was notNis broadly re- 
presentative of the clinical disciplines' 
^ nor the rank and file faculty as it 

shoi;^^ be. , ' ' 

b. Incentive practiq^ income is qenerally 
disbursed in*%he 'mann^ decided upon 

* by^ the depar.:ment chairman. ' How- 
^ ever, not all plan^difecto^s understand 
that the Chancellor's approval is re-- 
quired^ ©f the incentive income allowed 
^ 'participating faculty. 

c. .The informal 'arrangement with the Dean 
^ X for discussion and approval df items 

trat could be* included in the cojs? of y 
practice, leads to lack of ^uniforimity . ^ 

ifi operations among tlie* groups.* More- 
over, .plan operati?ons dLffer considerr- 
ably, 'witfi .some plans -operating with 
little or na directional input by the 
Dearl, since his option is ^rarely requested 
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d. The central acJminisfrative structure 
foresees < a central billing function.^ 
The participating groups prefer ,the. 
^current decentralized systenu ' because 
of the flexibility it permitsNin pro- 
* viding the means for the groups) to conr • 

/ , • trol their funds without; close* State 
scrutiny. " • 

In the interim, a set of detailed and ex- 
tensive accounting procedures and guidelines 
have been developed by the cpnsu'ltaTit to the 
medical service plan. These procedures *^have f?ot 
been imposed on the groups, but their development 
may be viewed as an indication of management's 
dissatisfaction with the current procedures -and 
controls for some groups • One hoped for result ' 
of this manual will^e to establish'cbnsistency 
in the treatment of cost of practice items. 
Further, the departmental groups have been u^ged 
to 'seek outside legai^ and CPA consultation on 
billing and collecting, and various Federal tax 
consequences. ^ , - 

A general consensus also emerged from dis- 
cu^ssions with various members of the faculty and 
staff: 

4 

The clinical chairmen were in favor of the 
plans' continuation; it provides the means 
for. attracting* faculty sincie the State pro- 
vided salaries are not competitive. There 
is also general agreement that the incentive ' 
income approved by the department chairmen 
should be. awarded to ^faculty. For s^e de- 
partments this occurs uniformly, with the 
incentive payments ^iisbursed to the faculty 
without waiting for ^the Dean's or Chancellor's 
approval. Other departments operationally 
^waif the Chancellor's approval. 

. * 

o The overall plan is .benefici,al to the in- # 
stitution since it assures some control over 
'faculty time to insure the required involve- 
ment by the« faculty in the school's educat- 
ional, prbgraun^ "furthermore, there is con-- 

' lereible income disbursed, to the depart- 
\ents and to the 'Dean, pfoiiriding the re- 
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sources not availcJ^le from other sources. 

• Individual deparj^ental plans make possible 
total compensatfof^ levels which are advanta- 
geous to the facJylty. These levels are not con- 

^sidered to be out of line with the total com- 
*pensation levels provided by similar institu- 
tions. The additional*" fijifnge benefits are 
included as cost of practice expense, and are 
therefore not included as taxable income^ of 
the practicing physician. This procedure, 
, however, was the source of expressed concern. 
The great variations among, the departmental' 
' benefit packages, which were felt to result 
from "too many vferbal commitments", has led 
to some dissension. There have t>een recent 
efforts to achieve more uniformity. 

One chairman expressed the concern that pro- 
viding the Dean and the departments- with a 

• share of the professional fee income may be 
qonstrued as fee-splitting, on which no in- 
come taxes are paid. The departmental plan 
director suggested that there cjoes not 
appear to be a recognition of this possibi- 
lity by the • Supervisory Board. Other .dir- 
ectors, however^ viewed this sharing of income 
as payment for the services provided by the 
Hospital, as payment for the affiliation of 
the plan' with the medical educational insti- 
tution, and as a contribution to a nonprofit 
institution. 

The' unpredictable nature of total earnings is* 
^ concern to some, particularly the more 
junior faculty. ^ ^ 

• Dissatisfaction was expresse-d with the level 
6f responsiveness by the central campus busi- 
ness office to general academic needs. In- 
cluding those for practice plan operations. 

. Slt)w prc5ce,ssing time and unnecessary and 
cuinbersome purchasing and personnel pro- 
cedures were .^cited as examples. 

Conclusions 

r f 

Some, aspects of the operation of the plan need 
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modification. More direct and mutual /involvement 
by the Dean^ department chairmen, and /plaij^ direc- 
tors is needed; movement toward modification asy 
syres its continuance. There is nroyision in the 
plan's writtentdescription for an'^as^essment to 
be provided periodically by the Supervisory Board 
of the achievement of stated objectives of .the 
plan.' .There is little evidence, -however , that 
this is being executed. 



C^SE STUDY #3 



A. Institutional Characteristic^ Relevant to the 
. Practice Plan 

This is a Southern, urban-based private institution # 
in its second centennial. A reputation for quality 
medical education, professional excellence, and dedicated 
health care has established the institution as a patient 
referral center for the State, Regiorv, and Nation; The 
clinical full-time faculty of 260 is augmented by cibout 
400 volunteer fa^culty? the student body is composed of 
630 undergraduate students ^and house officers and about 
200 students in pre- and post-doctoral programs. The 
University h6spital has 500 beds, the clinics have an * 
average of 15,000 visits a month. 

Payment for patieri^ care provided by the full-time 
clinical faculty under 'formal billing arrangements is- 
a relatively refcent phpndmenon. The formal practice plan 
proceeds help Lo provide tft^ means for the institution 
to maintain iycs educational Standards by attracting and 
keeping facuJlty committed to l^^h quality efiuca^ion and 
community sefrvice? contributing significantly to the 
institutiorr s current strong fiscal position. .Faculty 
pri-^'ate prcictice takes pl£f<:e principally in the Univer- 
sity ho3pital, and to a*cpnsider^ly lesser extent in 
affiliated, settings, but -^11 'under arrangements stipula- 
ted in', or ^ith approved/ exceptions to, the formal prac- 
tice plan. The University hospital doe's- not operate' as 
a closed system, but re;ferrals to,^ and patients admitted 
by the full-time facult^y do. predominate, accountinq fpr^ 
85^90 percent of all ei/omissions.. The practice gi^p as 
-a formal organization// does not have a central pa^tient 
referral system. The/ following table presents variables 
oyer time that are jj^irtinent to this case study:' 
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Statistical Data-*^. 1967-76, 

1 ' . • o 



/ ^ '"1967/68 


! 

1969/70 


19 71/72 


^ Q Ti / 1 A 
^ / J/ / 4 


1 Q *7 C / "7 C 


UnderSxaduate Medical Strident* 




. 240 


280 


P 

320* 


•34t5 


House/ Staff* 


\ ?>n ' 
* ^ ^ u 


220 


260 


5 p n 

^ 0 u 


360 


Fu^-time clinioal faculty* , 


100 


120 


160 


. 240 


^60 


Full-time clinical faculty at 
Assocrate Prof, and above* 




— 


J 

♦ 80 


ioo ' 


* 

100 , 


Total clinical volunteer faculty* 






^ 34 O^' 


V 380 


i ^ * 


Total regular operating revenues** 




$4,179 


' $6,756 


$9,190* 


$15^783 


Medical practice plan revenues** 


$773 


$945 


$2',658 


$3,863 


$ 9,68k \J 


Sponsored research expenditures** 

Ratio Full-time clinical -faculty, to 
volunteers - v 


$5,335 


$6,095 


$^,006 - 
,51 


$8,599 
.61 


$11,187 , 
.60 


% of Full-tirfe clinical faculty at 

ranjc cf- A^©ciate P'rof . and above'^^ 






44 .9 7, 


42 . 30 ' 


ii3.43 


% Medical practice pl»n revenues to • 
total operating revenue ^ • 


» 


•22.62 


39.34 . 


42.04 


§1 . 3'7 


- V . 













*Roun4ed to nearest twentieth 
*Dollar figures -rounded to nearest thousand 



The Plan - General Description History /• • * 

The Ini^titution^ s professional practice plan 'is clas- . 
sified as Type A under -the AAMC's clarification system. 
Until a decade ago clinical /acuity involvement in patient 
care was viewed,.as necessary solely for the educational' 
process. Reimbursement for such services was haphazard. 
It was possible to maintain this situation while fiscal 
resources were sufficient to provide a^quate compensa* 
tibn ^Or the faculty. This chan'^ed, however, arid the 
need for drawing upon patient fees to help pay the cli- 
nical faculty led to a study by a faculty committee of 
practice plans in other. institutions . The interim plan 
that emerged from this review permitted considerable 
"variation by .departments in the charges for overhead, 
•Moreover, the scheme for the faculty's sharing in the 
^ practice ij^omq permitted ^spmd excesses in^disr^gard of 
the institMaon's over-all objectives. 

Xhe current plan is written a set of by-laws, 
appr9ved by the ^University Board of Trust' iR 1975. *At 
that time, t^e Vice-chancellor for medical affairs was. 
also Dean Ibf the f^ed'ical school.^ Tjie written^lan, : 
therefore, in referring t6 the duties of tVie Dean in re-' 
lation to th^practice^ plan, was at the same time refer- ' 
ring to the -Edition of the Vice-Chancellor. At. the - 
present time ths^c^a^are two officials, a Vice-Chancfillfl|t 
fqr medical affairs, and a'^Dean the medical school . 
The practice plan«-esppnsibilities pf each are. now ' 
•clearly delij;ieated in documfents and committee proceedings 
which supplement, but have not been incorporatdj into, 
the by-laws of the practice plan. / 

*rhe University Chancellor has delegated adminifftra- ^ 
tive authority of the practice^ plan to the Vice Chan^- 
cellor for medical affairs; his function is to. assi;re 
that collectfbns are properly accounted for, ^and tha^'t A - 
operations' are a^jpropriately carried oUt. The l5ean (and ' 
Department Chairmen^ *are responsible for the expenditure' 
of ^nds, other than the' amounts allocated to the Vice- 
Ctiancellor's trust fund, under the terms of the practice 
plari, with guidance from the Governing Committee. 
The Dean has control over the , individual f^culity i^emKer^s • 
compensation, as well as responsibility for the medical ' » 
school budget. , , * ' 



Object j(^es * , . . . - 

The. plan recognizes seyera], purposes to be 
eved: . ' 

Assist in the meidical s.chool's growth ' 
and' development . ' ^ # 

- Advance patient c^ire standards' ih the 
university ^hospital and clinics, in- 
. -eluding the develdpment of improved 

health cdfere delivery^ systjems for re- 
• . 'duction and fcpntrol of health care 
costs* * 

Enhance; opportu^iities ^ for faculty to ^ 
^ conduct clinical research/ and pro- , 
yide an* adequate patient populalM.on ' 

the institution's •educational^ 
needs. ' • 

Def«!j.fte and staryiardize .the • conditions 
undfer which the institut/ion' s' faculty' 
, engage in and are reiftiburse'd for-.p2;o-^ 

' ^ ^ fessional practice*, *io acrcor^ianCe with 
the educational/ research, van'd service, 
responsibill-ties of the institution.^ 

Organisation . ^ " ^ . 

.^The affairs of .the professions practice 
I^lan policy,' budget and use of funds fpr con- 
struction and renovation of clinical facilities, 
interpretation^ of the by-laws and plan ptovlsipns, 
and other matters brabght by plan ^p^articipafrbs — 
are reviev^ed»by a committee, whici 'is advisory * 
to the yice-C];iancellor.' The Goihmittfee is. com- 
posed of«a chairman, all cl^iniial department 
(Chairmen, J^ive elected plan p^Stici^nts and two 
appointed yy the Committee chairmei^. ' "E?c-of f icio 
Committer members are the Vice-chancellor,., the 
'Dean,. Directors of university Jfo'spital and affili- 
ated clinical iriStitutiorhs> and the plant's ' 
Business Martager.' *• . • ' . 



The Committee meets monthly, and the meetings 
^J^^yh^ all plan participanta. 

A subcommittee of the governi'ng coptiittee hag 



been* appointed to review 'the operations of the 
practice plan, and mak^..*^re^Oimnendations for 
fihange^. V / ^ ' 

The plan opea^tes through the clinical de- 
partments, with th^ business arrangements of bil- 
ling and collecting of fees centralized under the 

» plam's Business Manager who reports to the -Vice- 
Chancellor. V There is one department/^' — psychia- 
try — whicfh is 'permitted to bill and collect 
fees outside the central system. Also>. all full- 
time faculty whc^see pa^tiehts at the ^wo affilia- 

. te^d hospitals bill outside *the central system, h 
but turi^^^he collections o\^r to iifie plan's ac- 
counting offic^., ^ • • . - 

'About 175 full-time clinical faculty repre- 
sentative »C)f all the - clinicalJ|[4^partmQnts , h^e ' 

.signed the fomel agreement indicating acceptance 
of the planJ^gjCORditions. Su^ a. signed agree*' 
ment is a conaition of employment. P-ractice is , 

, conduct^ed by departmental groups, partnerships' 
or^solOrf 

Operational Aspects ♦ ' ^. ' 

All fees earne^' by the plan members are paid 
over to the institution, and are . disbursed ia 
accordance ' with the features of the plan. In- • 
principle, fees for professional services are ' 
fixed by the Governinig Committee, h^Ut in practice ( 
the indiyidua plan/memtrer sets ttie fees ch'ar'ged 
for services rendered. ... 

Faculty compensation is determined 'a*s fol- 
lows:' ' - * V • 
Each faculty member regie ives a 
. , stated Salary, a^r^ed tjo by the Depart- 
' ment ^rhairma;ri and the Dean. Ffin^ 
benefits are b^sed upon this i?4:ated. • 
ilary.. The, .stated salary is. paid ' . 
y VeB'qjarce available^ to- the 

departm^t's share of^ipr^cfeice 'fees.' ^ 



Depaftmtent. Chairman, inducting ^the 
department's share of^ipr^cfeice fee 
In addition -to the stated salary, 
the participating^ faculty member 
receivj^s an incentive income ,. derived 
♦from practice, .as determined by the 
faculty member and Departjn^i^ "Chai^an . 
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In- practice, the medical school Dean 
also- approves the^amount of incentive 
incprrtte. ' ' ' ^ 

Gro^s collections from practice plan 
operations are distributed as follows: 

• • Ten percent is paid to cgver^ the cost 
' • incj.dent to the pperatio'n of the f^Lan 

(centralized billing and collectio^ 
primarily) , Costs by th^ hospitals 
aner clinics where the practice takes 
place are borfle by the hospitals and 
cl^inics, not' the practice plan, . 

• Ten percent' is paid to a trust fundr 
one-half for the use of the Vice- 
-chancellor^ and one-half for the. .use 

of the Dean of the medical school, fo( 
the strengthening of the instit;ution. ^ 

• , Eighty percent is divided- l^tween -de- 

" partmentr-and'the ihdi\^idju&r\rac'ultry " 

^ meiiiber. This, distributic^^J^ is not ' 

based upon the "productivity" of the 
faculty member in g^nei|$ting the in- 
come. .The plan permits variation in 
the sharing of this residual ;80 per- 
cent, within specif iecj bounds; the 

m iTWDSt predominant arrangements provide 
20 to 50 percent of the iresidual ia- 
I come as incentive income. Any, other ♦ 
di^stribution scheme must be approved 

^ * . by the Governi-ng Committee. 




4* 9^Finances 



Additional fringe *berief its over those 
based upon ^the member.' s st#ted salary 
,are not presently available, however, 
the department's funds do pay malprac- 
tice insurance^^^emiums . 



c 



Currently the plan is^xpected to yield about 
$10 million.** This School and its center, vis-a- • 
vis the parent University, have assumed full re- 
sponsibility for income emd expense. The col- 
lection rate against net billings appi^oximates 
80 percent, • . 
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•C. Team Observations ■ ■ r 

A reyiew of the plan as it functions was prov|Ped in 
'discussions With the Vice-Chancellor , D^ait, Hospital Di- 
%ector f Acting Dil:§ctor of Ambulatory Services, Director 
of Medicine at an affiliated institution, .five Department 
Chairmen, three faculty plan ^participants, including* elec- 
ted members of the. Governing Committee , and the plan's 
busine'ss manager.. ^ 

^ ' . . - y 

The following' picture emerges of the plan in opera- 
tion: ' • y ' * > 

'1. A consensus*' was presented on the*^ openness un<»r 
'which the plan operates, an^ the opportunity qpr 
all participating' members to attend Governing 
Commi^ee meetings '•nd to receive the minutes>^f 
p^s^ce^dings . No objectipn was raised concerning^ 
the confidentiality of fac^alty income, apparent- 
" ,ly th^ sdle area of ^secrecy, 

' • * 

,2. It was also ^fenerally expressed that the plan pro- 
vices essential resourcws-to the 'Institution. 
General approval .was also expressed. of the. use by 
'^the PepartmeAt 3pd Dean of patient care income 

to strengthqn'depaf trtents not having ^uch resour- 
' ces 'and. t6*pay fjaculty ^alari^s where* necessary. 
It was made cleay that the purposes for which th§ 
Dean uses the patient care income is not'seqretA 
■ The information is availabTe^o any p^an parti-^ 
\. ^ ' cipdnt wl)o reqiAsfts it, although there is some 

difficulty in providing the data, since suph 
^ " funds are ijerged into tjie general fwds budget" 
of* the school.* Some c3i?5satis faction was airbed 
.concerning .the . fundfe" made' available' to the Vice- 
chancellor. ^. . . ' , • . ^ ' , 

3. It was generally agreed that faculty involvement 
in patient care does dot detract from the essen- 
tial< involvement in education and^reSearch. The 
' -faculty who have showed a disp4:6portionate atten-^ 
tion to patient care at the expense^of . adequate 



J tion to patient care at the expense^of . adequate 
attention to edupatioh and research are no Ponge 
at. the institut 



:ion to edupatioh and research are no PongefN 
i institution. , / 

4. Financial reports to khe departments could be dm- 
prove^a, stres49ing^ in ^articiilar/accounts 



/ 



'receivaJ^le information in e^ily un<^r stood 'form. 



Differing views were expresi^^^oncerning the fol- 
lowing : 

• ' - * > * I 

* 1. Several . chairmen ^d £aculty^ indicated concern 

that whil? ^the plan by-laws provide for the. Dean 
^ to control fthe plan's' operfit^ons^ in fact the - 
• Vice Chcincellor has this responsibility. 
. , Apparently, it is not recognized that this modi- 
^ ficatioi) pf the written plan was - developed with 
the fujll knowledge of all concetned, an^ prior 
to' the time of separatAh of the" functions of 



Vice-Chajicellor and Delh, and before a Dean was ' 
appointed. Other persons;; conveyjed the . impression 
that this "change" was not disturbing to them, 
and that the, Dean had firm control over the facul- . ^ 
ty compen*S?r^on and effort distribution; that the / 
Vice-Chancellor had responsibility for the health 
centerV including the hospital ^and clinics whe^e 
the practice takes place, cind therefore had a^ 
legitimate Interest in the plan's operations. It 
was not generally, understood that in the Vice- 
Chancellor's view, his involvement with the plan's- 
operations will diminish whe'14 new university \ | 

hospital facilities replacing the existing fa- 
cdlitj? are^n place,, dnd the central business of- 
, fice is fuliy -functioning. 




2. * Hospital ^B^^inic resouroes personnel anc^. ♦ 

^. ^ facilitie^^^ipade available to^e plan partici- 
pants, were not -always adequateftb\the. needs. The 
control of the number, salary a'nd fitness of, the 
employee for the position* is not exercised by the 
cliniqia.n using t^ resources. On the other hand, 
a n^d was expressed by the^ hpspital * director fqr 
•reimbursentent for tfie use ^of. these hospital re- 
• liources, witli the count^rthrust by some'' faculty 
that the hpspital and glinics, laboratories atid 
diagnostic facjilities were fully utilized gnly 
because of the patient services provided by the 
plam participants*\ It was a^so indicated thsit • 
chairmen and faculty could exercise control ov'er^ 
' persoifciel assigned to\bei*' practice areas by 
becomJWg more invdlved W^h the university' in 

" , specif ying-the unique requirements of the position 
and ther^Y gaining excfi grlons from the Uni-»i 
versity'k "Procrustean" periinnel standards an4 ' 

^ ' ] ' , 
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^' * business operations.' 

3/ Centralized billing and collecting procedures 

have improved tremendously 'OVer the recent past, ' 
characterized by all as ''horrenddus" . Som^ 
dissatisfaction is^still present, however, with : 
' \^ome expression of the advantages to be^gain'ed if, 
' • the' individual depa;rtinents controJJffed the billing 
^ ^ and collecting of fees, ^^ft- was sjiessed that' ^ 
^ , better relations with ^he 'patients would result , 

than now^ exist, since the patients must derail with 

• ' * ^n~ impers^n^l of f ice whibh has no direct contaict • 

'^ith^^JibelfT. 1 Tnis is particularly importamt , we 
^ were izold, wh^re patients have financial diffi- 
culties; the physician or his immediate i^iff 
* would be tfetter^ble to mSike nece^s'ary arrange- 
. ments for* payipent than the central office. 

• 4.' The presence of a "town-gown" problem was viewed 

differently, On^ faculty member expressed the 
' ,view tH^t , hospital beds were a critical issue , at 
the institutitfti^'^and as demand increas;es,^ volunteer 
faculty, may t>e increasingly "frozen" y^fft^ of.ad- 
^ mitting to a University hospj.taBfc.t>i arseverely 
^ limited bed capacity. He f urther^elt/thaf the 
p*eer review committee composed of medical schotolv 
faculty was being unfairly hard on cpnlmunity . \ 
' _ practitipners. On the other hand, anbther fa*^ 
' ^^culty member perceived a lack of comp€1:ition be- 
* • tweeh full-time faculty arid community^^r^cr.' 
titioners; ^fapulty and< non-faculty clJfriicians' 
^rform cbirjplementary tasks {at' least ,in his ^ 
'specialty) . For his^ specialt;y,, there is a . ^ 
^ healffly ^referral relationship with physici^s in 
^ 'the commilnity. ♦ ' . -• ' 

\ 5. One of the persons interviewed strongly express^ed* 
r the hope "that the plan and it^s Governing Com- 
- ' * "^ittee would^ 'became leM preoccupied mth such 

.administrative matters as billing and Collectings 
Should that occur, focoas could be shifted to. 
qualitative health, delivery concerns, especially 
the plan's operc^tibn of the University pospital^'S 
outpatient,' facility . . ^ ' * . ' 

D. Conclusions . . ' ' . ^ . • ^ 

- Following' an experience of 'trial and error, the 
current plai>^appears. to be well adapted to th^'ne^d§ of 
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^the In^stitution' and ^ficulty-. Operational aspects have 
improved, and indications are. that* further' imf^rovement. 
is -near. The Gc^verning 'Committee provides a f prum ,£or " 
grievances. The prganiza^don ' of a re.cent subcomm^ee 
to teview the plan and ^tecommend changes of fers .the pos-^ 
sibility f or 'continus^Jr^spojisiveness of the plan — to 
improve^ health care an^ patient' well-being, to: advance ' 
medical education, and/to maintain th^ institution's 
prime, resource-- its faculty.* . . * 



STUDY- #4 



■ •■ 

A. Institutional Characteristics .Relevant to' The 
Practice , Plan . , • < 

• The Institution covered by this ; report is a'piiblic 
medical school, part of a 'university medical center that 
includes a school of dentistry', -a school of nursing, and 
prograin^ for training of studerits in the allied health 
professions. For the last fifty years -the medical center 
has been. l9cated in arr ufrbari' setting, remo"te firom the 
campus of its parent universit^y. , The institution 'is 'the 
only medical school in-^he s,ta'te. , 

, , * ^ ' . 1 ' ^ 

The major clinical facilities ^v^ilabie to the Ma- 
dical.Scho6l include* the University Hospitals (a 'State 
■Gen^ral\Hospital apd a state PsycHiatric Hospital) , a ' 
^^ Hospital, a. City .Hospital, outpa>i^ clinics, and 
sfeveifal s|)eci^li2^d diagnostic and treatftent centers. 

The* Medio^l School -enrollment includes about 500 un- ' 
dergragukte' medieal students and 1400students in M.S. and 
Ph.D. progn^s of the basic medical Sciences. " The • Medi- 
cal school faculty^ is.'also resfiorisible ,for the training 
and supervision of over 500 - qrafduate medical ,,6ttidents , 
and it participates in the teaching of students of oth&^ 
schools o-f the medical center. / ' 

|. . The Medical Schoo'l faculty numbers about 500 fu'li- 
•rime members of which approximately ^400 are jrlinicians. 
In addition, , the alinical departments utili>fee..j^e ser- 
vices of volunteer {Acuity members drawn fromachong the 
practicing physicians i;i the region. . ^ 

' . , . . • ; • . \ 

The affairs »)f the medical school are dire'ctetJ by the 
Dean, in pollabor^tibn with 'the Executive Facpity. * The . 
Dean reports ^:o the* Chancellor o% the Medic?ilVCen£er apd ^ * 



>to the president of the University, The University, it3 
Medical Cei^'ter , ■ and .ftae "University Hos|)itals ^are gover^jrid 
.* by/ a Board of Regents elected by 'the vdt?ers .of the state*-' 

By statute, ^the Medical School mission is the^ edu-' 
cat ion^Df^ medical students. The school's fullrtime fa- 
culty /^pfiysic through the^ir service in the University 
Hospitals and clinic's, however, • play, a major role'in proT 
viding.nj^dical cafe to the indigent iTesidents of the , 
state. The state doeS not fund th,e school's research *ac-^ 
'tivitiles,^ however, a vigorous reseairch ^ffort is supported 
by fiyids from other source's. 

• ' / , ' ^ - '\ ' 

V The governing statutes and th^.palicy of the JJniver- 
.sity^s Bo^rd 'of Reg'ents stipulate th^t yidi^ent persons 
have priority in" the use of clinical ' facilities • *The 
medical center'next ac£:ept's full-paying p^ients adnjitted i 
by the full-time facuLtyv who* ate contractb«J-ly , bound to' 
admit their private patients to the University Ho§pitals» , 
and clinics. ftll patients accepted within the University 
Hospitals and clinics are treated on an equaT basis, and 
parti-ci-pa-te -in the-Med-ic^L Cant&r ' s tjeaching program^. 

-All full-time faculty members of the school are, by " 
virtue of. the by-laws and policy of the School of Medi- 
cine employed on a strict full-,time basis; all fecirnings 
from clinical acl^ivities 'are * collected and ppole^ in th'e 
Fac^i^lty Practice FUnd (EPF) ^ established by -the^^state 
goveripment'' .in 1959. > Use 6f the monies in'the Fdcul'ty 
Practice Fund is .restricted to faculty compensation; . 

The following- table prt^sents statistics pertin^t-^to 
this Institution, ' \ . -* ' . - ^ 




V 





• TABLE 6 
Staj:istical Data,- 1967-76 







1967/68' 


1969/70 


1971/72 


1973/^^ 


1975/76 




Undergraduate Medical Student* 


340 


400 


480 


520 


• 520 




Hous^ staff* 


380 


340 


440' ' 


^ 56C 


620' 




Full-time clinical f|^ulty* 


240^ 


220 


320 • 


320 ♦ 


. 440 


1 


Pull-tilBe clinical faculty at^ 
Associate Prof, and above** 






100 


120 • 


180 


-J 
1 ' 

r 


> 

.Total clinical volunteer faculty* 




• * 


1420 


1260, 


1460 


Total regular operating revenues** 




8,239 


$10,025 


$13^599 


$15,906 




Medical practice plan revenues** ^ 


?1,974 


$ 2,576 


$ 2,664 


$ 3,492 


•$ 5,325 




Sponsored research expenditures** 


$6,105 


$' 9,940 


T 9,237' . 


$10,519' 


, $12,031 




■Katib Pull-»tiroe 'clinical faculty to 
volunt^^rs % 

% Full-time clinical faQoijty at " 
fank of Associate Prof, and above 






i 

.'2 3 . ' 
33.02 ^ 


i 

1 

.26 
^^^^.08' 


y .31 
. 40.72 




% Medical practide plan revenues to 
!• total operating revenue 

: ' ; »■ — : ■ — 




31.20 


- 26.57 


!25.67 


33.48. 


0 


*J^ounded to nearest twentieth - 
**Dollar figures rounded to nearast thousand 


4 


1*- 


< 


r- * 
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B. The Plan - General Description and*History 

' ^ The policy of the state, historically) has been to 
peg 'public support of medical schopl expenditures only 
tQ. that portion of the school activities that relate 
directly t,<y Imstruction', ■ ^ % 

,A law, passed in 19.59, created the Faculty Practice 
Fund as a vehicle for charging, collecting and dis^rsing 
physician fees to be generated by the f aculty^embers of 
the Medical School. Until, then; faculty physicians were 
not allowed to charge for se'rvices rendered in the Medical 
Center facilities. ^ This law made available^ a new source . 
of funds whic^ .allows the school to augment clinical sind 
non-clinical faculty compensation to competitive levels. 

The JLaw provides that , with few specific exceptions^ 
all income derived from the' professional activities of 
the faculty be assigned to the Faculty Practice Fund, and . 
be used solely for compensation of faculty members of the 
School of Medicine . ' ^ 

In 1972,' because of , dissatisfaction with the pernor- • 
mAnce of the plan during the" previous years, ^alleged 
misuse, of funds, levelling of f . of income, fa<^fc.ty ' apathy^ , 
the "faculty Practice Fund's Organization and mana||pment 
structure werfe . reshaped to provide for- payment ^f^ncen- 
tiye bonuses. Other minor orgaJiizatibnal changes oc- 
curred in 19 74. . ' ' - v > • 4^ 

Ob]eqtxy<^ * 

, ilaespl an* postulates that the .normal activi- * 
' tios 6|j^: t^e clj^nicaL faculty, in the un:^versity , 
hospi1?^l.;^^JJ gehei^-ate large amountaliif income 
frpm pigi-tients and that the growth of the Insti- 
tuti'oj^ depends on the surpJius generated by these 
activities. ^ / ^ 

. The purpose of -th^ ^'lari ^ is td pr9vide the 
means for regruiting ahd supporting 'a* faculty of 
high quality. ^ • ^ , . 

Vlhiie the^' plan re^ts on'th^e premise that all . 
clinically qualified faculty members should ta^e ' 
part in patieftt cdrp*, it shoyild not create, en- 
vironment tp interfere wit^ his essential icaV ^ - 
-^Jemic functions and interests. ' f 
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Organisation 



Governance .of the Faculty Practice Furxd is 
in accordance with the laWs of the State, the 
governing policies of the' University Board of 
Regents," and the by- laws' qf the School of - \ 
Mediqine. . 

The Dean "of the. School .of Medicine is tfle 
administrator of the Faculty Practice Fund monies 
subject ^ the approval of the Chancellor qf the 
Meeical Center, the President of the • CJniversity, 
and the Boa;-d of Regents 1 

. / 

The Facoalty 'Practice" Fund toramittee, a stand- 
ing, comm-ittee of the School of Medicine, advises 
the Dean, the Executive Faculty, and the admini- . 
Strators of the Medical 'Center on matters t>er- 
taining to the Faculty Practice Fund. The 
Faculty Practice Fund Committee is comprised of 

•one member from each o£ the. clinical departments 
(elected by each dep?irtment 's faculty^ and four 

•meiftbers representing all the basic' science^ de- 
partmental (elected by the entire basid science 
faculty); members serve for three. years. 

. The business affairs of the Faculty Practice 
Fund are directed and coordinated by a full-time 
Manager, who supervises a "staff of administrative 
personnel that function in support of^ the Fund. 
Activities include patient appointments and ad- 
missions, billing and collection of fees, pro- 
cessing of third party reimbursmment forms, etc. 
The manager sexves as principal staff to the 
Faculty Practice Fund' Committee and prepares 
periodic analyses and reports related to Fund 
activities and performance. 

Plein Features © 

All members of the faculty w'ith clinical 
competence in patient care are expected to accept 
responsibility for- participating in such care. 
Tfce responsibility for supervising the activity 
of faculty members rests with the department 
chairperson. Members of the Faculty Practice 
Fund Committee are expected to keep .their depart- 
mental -faculties infojrmed of all pertinent aspects 
of the Faculty Practice Fvind. All full-time 
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faculty members, • as a c<5ndition emproywerit, are 
require*d to sign a contract Ky which they a^ree 
to abide by the regulations governing the Faculty' 
Practice Fund* ^ The provisions and restrictions 
of the Faculty Practice Fund are outlined, in the i 
contract form. 

Overall jurisqliction over the ^fis^ositipn" of 
the income derived from the F^cul^ Practice Fund, 
rests with the State Legislature. Th6 State eac?h 
year take^ a portion of ^the" rt(onies generated by • 
the Fund to supplement the apiiropriations from 
State general revenues that support Medical Schoo^ 
faculty salaries to levels and >in numbers suffi- 
cient to meet the state '^s obligation towards 
medical instruction. The Faculty Practice Fund* 
amount taken over by the state each , year has^^ft--^-- 
creased from $877,000 in 1972 to $1,370,000 in 
1977. ^ , . „ ^ 

The'talanCe of the Fund revenues is made' 
available to the' Medical School and it is used , to: 
augment clinical and^ bafeic science faculty guaran- 
teed base salaries aqd fringe benefits over *and 
above the levels /f unded by* the ' state? provide an 
incentive distribution to the departments that 
generate the ^ income to be disbursed as additional 
compensation tp their fuli-,time faculty. The % 
amount available for incentive distribution eat:h , 
year is determined by. the Dean .in consultation 
with tW Faculty Practice Fui;id^ Committee , and "de-*/ 
j^nds on factors that take ^ info. atcount the ac- 
crued balemce in the Faculty Pract^ice Fund,, cash 
collections, cash^ def icits-^ fi^^scal year expendi- 
tures an*d income ,budge'ts. Each departunent is 
allowed -to adopt i^s^^Wri formula for equitably | 
distributing this ^^ifcentive to its faculty. 

\jnder. the" school' s system, therefore,' 
guaranteed bafse sala:5ies , for individual faculty 
me?nbers a^;»-4e rived ' from state appropriations. 
Faculty Practice Fund, *capi,tation gramts, re-f 
search grafts and* other sources .Base salaries 
* are. determined, by the* Dean in* consul tatibn\wi,th 
the 'departments. The incentive bonus is hot^cbn-, 
sidered'in the salary determinations, •"'fl^ch year 
the bean, in., con^ltatiop with the JFaculty Prac- ' 
tice Fund Comrtittee e'stablis^ies the maximum per- 
missible difference betjre«n the lowest an^.the 



highest compensation that can be paid to indivi^, . 
dual faoulby members of eq^l rahk. ;A ceiling , 
is established on the compensation allowable .for 
each rank. T-lie Jlimitations ^ppl^ to professional 
,i|j^ome^from all gouroes^ including' incentive \ ^ 
bonuses, ^ ' * ' ^ ^ 

OperAtional Aspects , . . 

As -the plan op^eratesy tni Sean is' essentially 
in control of the di'spoaitibrf* of -th^ inct>me from 
the Fund.. Trffei .Faculty Practice Fund Committee^ 
chaired by the De^n^ meets twice each month. 
There ^eems' to be a feeling amon"g^he faculty that 
the Committee has little- input on the decisions • 
that aire made concerning the fund', -^his is attri- 
buted by some to facUlty apathy^ 5y others to thex 
fact that^the Committee spends much of its. time 
discussing a^inisferative details and ^reviewing 
complex financial reports that the uninitiated 
find difficult to comprehend.^ v \ 

The administrative^ support of tne faculty ^ 
Practice Fund involves three distinct units, that 
function uriHer the dir^tion df the Faculty* Prac«- 
^ice Fund Manager. These are: 

• The: Private Eatients Unit ^ i^ respon- 
sible for the pre-regi5tration of 'pr^.- 
vate patients ^ scheduling^ and prepci-^ 
iration. of' forms' for admissions and ' - ' 
assisting the physicians and the nur- * 
sing units in. coordinating outpatient " 
*appointmen)li# ' ^ ^ 

The Administrative ^ppprt^Unit is .the 
core of the* physicians ,fee Charging 
/arid documentation- sys-tem* ' It monitors^ 
patient medical recdrr'Ss fo^proper 
documentation to prevent ' claim denials 
or delays in the paym^t o^ thes^ * 
6ltilms. Jt monitors th^ services of 
ihe medical -staf^^to determine th,^ 
recoverable professional fees are , 
assessed^ unless indica-ted* ptherwise ' 
by the physig>i^-l It prepares and 
processes fcharges ^r prof ^aional 
services yendejpe*. It qarries out "ad- 
ministrative and procedural details ; 
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related to t^e total process of record 
•keeping'and recovering ofi-physician' s- 
fees* . ' " ■ 

The physicians* Ii\surance Billing Unit 
. is primarily responsible for the.com- * 
pletion and final audit for all phy- 
sician insurance ^olcdms going to Blue 
Sljield , commercial insurance • companies , 
Medicare and Medicaid. Approximately 
75 percent of the plan's cpllection^ ^ 
for physicians' fees , result from in- 
surance claims* Because 'insurance bil- 
lings are only approximate ly> 34 percent 
complete when printed by the computer^ 
this Unit manually completes the bills, 
obtaining the necessary information \ 
from various source documents. ^ The 
Unit also produces manual insurance 
J^ills for claims that cannoi bq pro- 
cessed through the computer system. 

The- Faculty Practice Fund accounting and 
collecting process is based on a computerized ac- 
cc3i\int(tng and billing system which functions., 
through the University Medical Center's Computer 
Service Department. Billing for some psycfiiatric 
services Isr^done directly by the physician. ^^The 

'administr^ivfe and clerical staff in^ support *ofi 
the plan 'numbers about ^6 people* In addftfion, 
approximately 30 people provide clinical and 

"technical support. \ 

Benefits' Th^t Have Accrued from the PlaVi 

-' : — \ . " , 

The plan has allowed the school' to ^ build a 
quality faculty by pro^idipg more competitve 
salaries.. This has also generated progrfims which 
the school could^not have otherwise supported.' > 
The plan has opened' a new cource of ^revenue pre- 
viously untapped., , 

» 

The plan makes it possible for the school to 
distribute revenues in * ways that do not discjri- ^ 
minate b^twe^n service oriented faculty a|td 
faculty wh6se funct;ions are more prevalent in the 
instruction and research areas. This -ensures • that 
scholarly activities yre nob npgatively affec^ted. 
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The administrative features of the plan hel^ 
generate procedures that tend/to improve • coll ec- 

ft tions of fees and foster better record-keeping 
and documentation. Indirectly, the implementa- 
tion of procedures stemming from the plan'hars*' 
helj^ed improve staffing of ambulatory services 
'resulting in quicker 'service to* walk-in patients. 
The-' record-keeping ^nd billing features of, the 

' plan document 'the extent of the fin^m^iai t)ene-> 
fits accruing .to the State* fro^ the free care prq- 
vided to indigents in^the University MedicJal Cen- 
ter facilities. The statutoijy provisions ^which 
establish the conditions, for the admission of 
full-tiiue faculty phys.icians' patients ensur#^ the 
availability of a larger pool and mix of patients 
td be used for teaching. • ' 

Finances 

Revenues to* the Faculty Practice Fund derive 



^ from: 



a. All fees from patients, clinics and* 
institutions 'for professiopal services, 
irrespec^'tive of where performed. Faculty 
members establish, their ftwn fees (the 
Paculty Practice Fund Committee provides 
a Recommended fee* schedule) and can de- 
termine when they wish the 'fee waived 

or discounted* ^ ' . ^ 

' , - ' r\ ) / 

b. Fees for professional interpretation of 
' laboratory, results. • - ^ . 

c. TJie professional component of the labora- 
tory fees fronj laboratories serving 

• routine hospital .functions in the Uni-* 
versity Hospitals and clinids.* 

d. Con^ltation fees for services to com- 

. mercial companies. , / 

'/ 

e. Honoraria earned in programs officially 
sponsore.d by the medical school. 

'f. Expert witness fees for medical-l^gal 
work. . 

g. Honoraria for^ visiting lectureships of 



V 

significant duration, involving^ one or 
more iiK>nths, while* on University leave 
with pay, • ' , ^ * 

diture3 from the Faculty Practice Fund ^ 
St of: 

Contributiorts towards faculty salaries^ 
and fringe benefits. ^ 

Administrative {personnel and other) tand 
general expenses of the Faculty ^actice • 
Fund (Health Care Support) . 

That pQrtion of the University's mal- 
practice premium that is directly asso- 
ciated with the Fund's clinical faculty 
members. ' , " ' ^ 

Departmental iricentiVe disbursements. 

The expenditures Listed under item b, Health / 
Cafe Support, are charged 'to the cost df/operar 
ting the lafboratories in the University Hospi-r^ 
tals. However, these expenditures^ ultimsiteXy are 
borne by the Faculty Practice Fund because/the 
amount of professional fees which the Fimd earns 
from laboratory services is the difference be- 
tween the reasonable amount that can J5e billed 
to thQ patient' for a procedure^^ and /tn^ total cost^ 
to th^ hospital for, that procedures For 1976-77, 
Health Care Support expand iturejB^ were estimated 
at $900,000. 




The»net revenues- to th6 Fa^Ulty Practice 
Fund exclude uncoll^ctibde accents, indigent 
care write-^off,. adjustnfents in third party re- 
imbursements and poljxy waivers and discounts. 
Grbss billings include all of the above, an<^ are 
based on the value of all documentecj physician 
services to pati:ents regardless of th'e patient's 
ability tp pa\r and regardless Of whether the 
patieht is a<5tually billed for^-thase s'ervices'. 



.Gross/billings and net fund 'revenues have in- 
preased/^teadily over' the years. For 1976-77 
the projected net revenues amount to about sev^n 
million dollars, from gross billings of approxi- 
matj^-y twelve million .dollars which include • 
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indigent care write- 
the 'pet* revenues were 
from gross billings. 



The propostion of 
supported by th^ 'Facu 
from 26 • 6 percent in 



otffs. For fiscal 975-79, 

cibout 5.5 million dollars 
olf about 10 million dollar^, 



tfotal faculty cbmpensation 
itLty Practi^ce Fund has risen 
fiscal 1970 to 38.7*percent 
'in fiscal 1977. Th6- proportion of compensation 
derived from state' general revenues has remained- 
more or less constant! and the increase in • 
Faculty Practice fund] support has goen towards 
progreun improvements and as a sbustitute for de- 
creased federal support. 

The Faculty Practice Fund has been operating 
,on a cash deficit badis because disbursements 
have been made on the pasis of actual billings , 
and not on collections, during a giv^^ fiscal 
year. The c^sh deficits, covered by the ""iittbunt 
of receivcQ^les, have been advanced bu the Uni- 
versity treasury. Thete is an effort to put the 
Fund on a^ balanced cas^ basis bu snortdning the • 
process leading, to patient billing,, by institu- 
ting a more aggressive ipolicy in the collec/tion 
of fees; and by curtailing expenditures. 

The Departmental lYicentjive Plan 

A portion of the' net physicians fees gene- 
rated by the members of •! each- Department is re-» > 
turned 'to that department to be equitallD]?^^ 
distributed to the departmental faculty. , The 
amount available for this departmental incentiye - 
distribution is .determined each S^ear by the Dean 
in consultation *with thel faculty Practice Fund : 
.Committee. This amount varies each year, since 
iyt is dependent upon t:he\income generated by the 
fiind as well as^ upon other factors such as medi- 
cal school . funding levels! from all sources, the 
total commitment of ,the sjphool towards faculty 
base salaries and fring? benefits %nd -cash col- 
lections. During the< fiscal year the amount 
of the incentive was half las much as in the pre-, 
Vious year in spite ^qf a slharp increase 'in 
faculty generated fees, bep^^lse of a decrease in • 
federal funding; Expenditures for^ these sala- 
ries, including new positrons, were paid £r<>m 
money earned by the Faculty Practice Fund, lia- * 
the^ thap curtailing^ expenditures. ♦ i 
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>*The faculty?' of eaqh departjnent 'determines how 
the department's allotment should be apportioned T 
Guidelines for' these distributions , 'issued by the 
Faculty 'Practice Fund Committee include: 

'^m *' ^ The total compensation to dach faculty 
member,- from all sources,, must not s^e- y 
^ suit in differehces irt jLndividuai comr'-' 
'pensation levels exceeding the maxim\ifn 
allowed by ,the school for that ye^r/ 

, ' Items that may be considered Vconji^n- 
satioii" in dispersing incentive /income 

* ^ include: salary, reimbursemfenti ' f or 
* faculty travel, society 'dues .personal 
bodks and jo\irnals and parking fees. 

• > The formula fox %he distri^tion of the 
incentive to the ^depa'rtmei^aj. fatuity is 
determined by a depar.tmei)^a|. committee^ 
of at least two members /br 10 percent 
. ' of the departmental ' faculty whichever 
is greater, and mu$t approved by 
' secret ballot* by two ytHirds of the de- 
partment's faculty mifeinbers holding Fa- 
culty Practice Fund/coivtiac ts , 

The amount of the' incent?lve bqnus for the en- 
tire institution for 1976-7/7 was approKimate;Ly 
$200,000, Th^ Faculty" 'Pr^tice Fund ^ Commit tee 
recommendec^ that for^ 1976/77 this amount be dis- ^ 
tributed to the departmejits in accordance with 
the following formula: 



\ 



4.4% of the /et revenues generated by 
the departjtyent 's faculty from pro- 
fessional zees 

V 4.4% of t4ie income from payments for 
\ departmental faculty cpnsultations to 
commerc/al companie§^ ^ 

" • ' • 
4.4% (/f th6 net incoftie from laboratory 
services which can be identified with 
the ySepartment' s individual faculty 
member's effort. 

1¥ pf the net income of " the. ^prof es- 
^e^nal componen-t-of laboratory fees 
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from- thpse iaboratories serving hos- 
pital functions, attributed the cje- 
partinent's faculty^ effort. 



•Attitudes and Comments of the Persons Interviewed 



The Visiting . t^am interviewed a number of in- 
^dividuals. that were choseh 'by the 'school as , 
representing a cross-section of interestjs and " 
, perspectives impacting on the plan . . Included 
were the Dean of the^ Medical School, the .Manager 
of the Faculty Practice Fund, ^ the purrent-and a . 
former secretary of»"^the Faculty Practice^ Fund 
Committee/ th^ Medioal Center's Vice. President ^ 
for Admiriistratipn , the Associate Dean for Cl^ni- 
ca-i Affairs, three department chairmen, six fa-, 
culty members from, various clihical departments*. 

- The cooperation' oh\the part of the visited ^ 
institution and oia the part of all individuals 
that were interviewed was outstanding. No ^ffor^ 
was spared to make the information available. 
Questions w^re ^answered with utmost ' frankness by 
everyone . 

Those , involved in the managerial and adinini- 
strative aspects of the plan generally feel that 
the plan 'works and that it is the best that can 
^be implemented . for ttie present. They would like 
■»-.to see and are working towards improvements such 
as: liberalization of the allowed usq. of de- 
partmental incentives, recovery of '^digent write- 
offs on the basis of a^i£it^ H:o pay /"^^^iminatioh 
of the cash deficit, shorter intervals oetweei:!' , 
services rendered and billing^ better documenta- 
tion of services, and changes in the statute* to 
protect Facult^^ Practice Fund revenues from pos- 
sible, state encroachm^t. 

^ The administrators would lilce tq see more 
awareness among the faculty of the plan's fuhctioa 

'-and fea*tures.. There is a fee linfif -among the^ad- 
ministratprs .that mamy faculty do ^not understand 
the plan and do not "have an interest i'n how it' 
functions, and that their perception of the plan's 
performance is based ej^clijsivelY on the amount o.t 
the incen,tifcv§ bonus; - 

\^ ' ' • • ' • 

The faculty members, including .some ot the 
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'department chairmen, expressed varying .opinions. 
Most approved of the plan feature that allov^ 
support of "basic 'science 'faculty salaries. (For' 
1976-77, such, support u6ed about 16 percent of 
the Faculty Practice Fund revenues) . There were 

-differences of opinion ^regaipdin^g the incentive, 
i^th the high earners unhappy with the system. 

yThose. in specialties that do not have potential 
for high inqome. molre readily »accfept t)ie' status*-^ 
quo- Some noted in thi^ respect that th^ inc^ar 
tive plan was instituted with , the . approval of * the 
faculty and jthat the vote, in favor of the pifeseht 

, system was ^3, to 1. • , * . - * 

The- strongest , most prevalent criticism among 
the persons , interviewed qoncerned the decline in 
jbhe 1977 incentive in the face .of thQ positive ' 
resp ons e by trie faouXty to pressures by the? school 
administration for increased effortte to 'augment j 
Faculty Practice, Fund , revenues . Mbst,:felt that 
the dacrease ♦in ^federal 'funds should have been 
offset by the curtailment of new hiring rath,er 
th^ substituting Faculty Pra9tice Fund revenues*' 
\ particularly resented^ the febjsence of input ^ 
:he 5*aculty that led to' the decision. 

Most ,of the persons* interviewed voiced accep- 
tance of the fact that academicians earn leas 
than their colleagues in, private practice, but 
thoy felt that if they wished to give up the 
enjo^ent of academic life they could earJ com^ 
parable incomes outside the institution . [ 

' There was disagreement over whet'her the 
Faculty Practice Fund has a « positive or negative, 
impact ofi, faculty recruitAng. Several people 
noted reasons other than levels of earnings in- 
fluenced their decision to join .the' institution • 

• Some indivi4ual6 voiced dissatisfaction with • 
the perfifjpoaAnce in certain adminifetrative anci 
manager4ai support areas of the Faculty Practice, 
Fund,' These comments * Were reactions to 9peci*£i*c 
issues and did- not convey the feeling ^hat there'^- 
J.S a general. problem in this area. 




Teani Observations 



An y6bservatiofi common durii]pg all interviews 
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was. a* lack of pas? ion and high feelings for arid, 
.against specific issues ^^^nd that^ in general ^ 
thev appeared e.ither comfprt^ble or wirling to ♦ 
l|ve>w^'th. the plan-. ^ * . ^ ' " " . 

'In spite Qf the, disappdifitment and disagrees.- • 
ment! with the dfeoifeions leadinq to^the lower in- 
centive' 'bonus this^'year, and ^e desire for more 
participation in .distributing income; there was^^ 
no- groundswe^l for developing a new system. 

Thejre seems to be an awareness of the poten- 
tial for^ the State Legislature to divert fund 
revenues to further offset State -appropriations . 
The faculty 'is* depending on' the Dean and on the 
Chancellor -to prej/ent tjaat from happening.' 



elusions 



This plan appejairs -to be a reasonable compro- 
mise between thg policy of the State and the needs 
of the Institution and o£ the faculty.^ The ad- 
ministrative aspects are reasonably well^^managed 
an(J ar(^ constantly under review for possible im- 
prdi^eraents . Substantive changes would requine ^ 
raodif icatioa^of"" state laws and institutional pfb- 
licies.*.' Based on ^he observations, 'it ddfes'not 
sedra' likely that these changes will occur in the 
near future. 1 

Operationally, the plan c^Quld benefit from a 
revamping of the governing committee struct;Jira. ^ ^ 
yhe Ffllculty Prap1;ice- Fund Committee is large ^j>d 
unwieldly/ its' Charge is too vagu^; ' at lacks ^ 
continuity, hy thd* time members learn the^system, 
they ard replaced by new ontes . . The Committee ' 

.meets' too -of ten,''deal.8 inadequately wj^^h policy 
matters as it begpmes bogged. down with needlessly 
detailed financial ^ reports '.^ 

« * ' • 

The plan could be be'tter undeivstood by the 
faulty if all of its features and provisions, 
statutory as well as administrative, yeife written 

'in ^ single dodioment. At present, theAncentive ^ 
features of the 'plan ar^ vaguely enunoiated and 

'are apt to be misunderstood. / 

The possibility exists that the incentive plan 
coiiid b^- str\ictured to produce higher revenues. 
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Currently there is, [little motiva^on to g^ne- 
r^te interest* of the faculty to- render patien^t - ' 
billing- and to provide' adequa-te ddoumentation to 
preclude delays ,or prevent billing./ 

. \ '{lore interest could be aroused if flexibility, 
were, permitted in the use of incentive allocations 



* Regardless of /these weaknesses, however, the 
^lan has been anti continues to be* a -major iostru-- 
(jnent in the maintenance ^f 'Equality education at 
' the Institution. 



Case Study #5 



A. 'Institutional Characteristics Relevant to 'the Practice 
. Plan ■ ' ' . • - , . 

This midwestern, school was recently created by the 
•State Legislature following completion of a four-year • 
feasibility study by a local citizens' group. . 

^ ^ The first Ifiedica] school class was relat1:ively small, 
but' the currej^t entferin^ class is how 120, with an. even- 
tual planned, enrollment of 150;, The School has a 35-. 
month curriculum, but consideration is being- given to ex- 
tending this to four years. Original operations were es- 
tablished in. a 'local hospital. Sijnce' then, a new campus 
wa^s planned cmd is now undel: construction. Facilities 
completed are* a health science building^ and a building 
housing the library and administrative offices* A' new 
295 bed teaching hospital is scheduled, for completion 
v^ithin' th^ next two yeaVfe.^ This construction program i^- 
presents a capital investment^ of ^100,000,000 prov:^ded 
by th^ State, the^ Federal Government, and private dCna- 
tioAs,.with the largest funding beirjg provided by 'the 
State. * ' [ * • / 

Thi's^ is a free-standing health science campus, which is 
governed by a* BoArd of Trustees appointed* by the Governor. 
The center is headed, by. -a President, assisted by an execu^ 
tiver adminisrtrative staff Consisting of a Vice-President 
for Academic Affairs and Dean of the. (College' olf Meti'icine,. 
Vice-Pres*ident for Managiement Services , Vice-Prearident for 
Finance and Director of Hdspi^tal Management. This grCUp 
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\ meeting weekly/ determines th^ administrative policy of 
the center. ^ - 

• . ' ' / . ' / 

^ . In additionip^o the regular teaching and servite pro- 
grams of • the College, of Metiicifie, there i% a doctoral . ^ 

• program in the biomedical sciences, a Sclfiool of ' Health- • 
Related Professions, a<Consortium Program for Nursing, 
Education and a Continuing^ Medical Education Program. 
^Plahning is under, way t6 develop a graduate-level dental 
ptogram ailQ a masters-level program^in nursing. 

Clinical teachirrg and the private practice of meiii- ' 
cine are centered in an old hospital oi les5 than 200 
beds. Jt is* leased by the Center. Three, prime affilia- 
ted private hospitals contiiin 1,6^4' beds;' associate a^-j 
;filiationS with the local Mental Health Center and ano-f 
ther private hospital are also used^ In addi'tibn, 47,0pO 

• outr.pitients and 17,000 emergency room patients are 
available for teaching in ^'he University'^ Teaching Hosi- 
pital. ' ' • ^ , ' . - 

' The following table presents variables over tilne * 
that are pertinent" to ' this case^tudy.^ 
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•Statistical Data - 1967-76 
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B. Plan A^eHeral Description and History' * 

fe- private practi'ce- plan was 'formulated in 1973 at 
the initiativvs-'*Qf' the 'faculty . The jnajor objective off ^ 
the 'plan was' the generation .of additional financial re* 
sources to permit retention and •recruitment, of ' faculty 
and tb permit the. Institution to redx^ce , its /commitment to 
the'base salary support of 'facility. The irnstitution ' s' 
professional practice plan is classified as Type 'A' un-_* 
cier the.AAMC's typology.' . - ' 

The affairs of th^ *»prof essiorial pcaptfee plan , * inclu* 
ding, the development bf and revj.sion_^^p^^|HBM ^ol" 
'icy' interpretation, methods of i^i[)prime'^/^KKtion / gon-^ 
trol of billing. and collection procedure^rand releasfe of 
financial information are ^^cietermined solejly by the fci- 
culty. . The Dean of the College is ^n, ex-of f icib member 
of the practice P^?^ serves as liaison ' between the ^ 

President and executive a,dmlnistrativq'^ staff of the. Cen- 
ter. The bean, however has^ the opportunity to riegotiatQ 
faculty members' base salary a>nd supplem^^ital j-ncome. 

It' was stated by one of the ^prime developers'- of the ; 
plan.t;hat it/^s realized that the • plan is .autocratic and 
completely separate frOm thejCo-lleg^e and .the Hisalth 
Scierlce /Center and wa's desi^ped to avoid the pitfalls of 
pl^ns. 'at other centers. TheT plan is incorporated as a 
for-prgfit corporatior;, artd although, , so ;far no ta>4as have 
been paid, i*t is ariticipa^ted 'that ' 'a tax liability will be 
incurred this coming 'year.^ The Corporation has a current 
a<:cumulated de.tieit of ^ approxima^tely $500, OCrO . The char- 
ter '^'members give' Kip ccmllfc^l ' over ' the ^fuflds' generated^* 
They alsfe -^lante^ indiv^ual autonom>t -for aditiinistrative 
matters, vs^^^'*^ ^ ' * ^ • Jl ' 

1. ^ Organization - * * ' , • , 

^ ' ^ ^ — 

The cbntrt)l ^of • the practice plan is vested in 
. .s^hareholders consisting of th'e clinical depart- 
ment chairmen* The shareholders elect -^^'separate 
Board of Directors with staggered two-ryeg^ terms. 
The Board consists of the department c^^rmen, 
\ .one elected pli73ician faculty member from each 

' ' department* ,T the ,Dean of the College *of Medicine 
i . - ' (ex-officio) , and ot^ets^as may ^be ^selected by 
, ^"^ .the shareholders. Th^ Board of Directory elects 
^ ' ' the Cotporation ,of ficers and an *£xecutive Com- 
* • ' mittee. which meets every two weeks. Shareholders 
have the option of removing any director with or 
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without cause^^at any time. 

Day-to-day* operations are handled by a Busi- 
riess_ Director employed by the Corporation.. Po'licj 
matters are Reviewed jDy the Executive Committed 
oi the Board. The Business Director h^s a staff 
of 18 fuil-Ttime equivalent employees.. ' 

Plan Features ^ . . 

, * ' A centraliaed billing system, is operated un- 
der the direction of ^ the Plan ' s Business Direc- 
tor. , Revenues of $3*12 million were generated, 
during the l^st full year pf operation (1976) . 
Current unbilled accounts are' approximately $2 
million.. To improve timeliness of billings and 
collections a new dedicated computer -has been or- 
dered arid is * expected to be* pperational shortly . 
A decision on installation of terminals in the 
departments has not ,yet^een determined. 

Operational reports lare generated at the spe- 
cial request the Plari\'s Executive Committee. 
The^reasurer ' s report cdn tains little . detail . 
No special reports are generated for the De'an or 
administrative, staff of the Center. Most of the 
physicians interviewed indicated they routinely-, 
follow the status o-f their own accounts. ^. 

e 

If a full-time faculty member does not join 
the plan he must .^relinquish all earnings frgm ; 
private practice to the school, and he^s no.t 
entitled to any supplement or,, benefits from the 
school or the plan . Membership is optional for 
part-time physicians. Currently there are ap- 
proximately 90 active members of the Plan. Em- 
ployment' agreements are maintained. Practice is 
permitted in the Center's Hospital and at affili- 
ated hospitals. Patients at these facilities in- 
clude in-patients, general out- patients , as well 
as those seen in the clinics and OT^ergency rooms * 
Clinical departments have the option to operate 
their respective clinics at the Center's Hospital 
to improve the setting for patient care. Patient 
fees are the prerogative of tjne individual phy- 
sician. One billing is rendered' to th^ patient 
and, with t:he exception o>f ancillary charts, in- 
cludes the use of hospital facilities, whLch are 
paid by the Plan. * - % 
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Revenues coliected by the Plan are credited' 

*tb the individual physician' and are limited to 

clinical cfare services only. ' • • 

* » <. ' 

Operational Aspects , ^ , ' ^ 

^ -> 

Facility compensatioh is .composed of/a base, 
salary, base supplentent and hx{ incenti#v^ supple- 
ment. ' ^ 

- Institut^ion Base Salary Schedule 

Rank . - Min.. Maj^. 



Professor & Chairman $28,000 $45,000* 

Professor * 26,000 ' 4'0,000 

Associate Professor 24,000 . 37,000 

Assistant Professor 16, "000 33,000 

Instructor §,000 25, 000 

Base supplement is jriego*tiated by the depart- • 
ment chaijrman with the individual, subjebct to the 
approval of the' Dean and the Plan's Finance Com- 
mittee. The maximum supplement cannot exce'ed'75%' 
of the base salary and is paid only if sufficient 
actual collections are ipade on' j^ebalf of tije in- 
dividual clinician . ^ ^ • ^ 

In addition to Salary . c^pensation, pensions 
equal to' 10% of the sa:lary paid are fundeQ by the 
plan and 33% of grdss • incQipe is chai;ged by the 
plan for overhead. 

Currently, money from the overhead charge i? 
used for the following purposes : 

a. Costs of operating the Business Office 

b. Medical liability insurance 

c. Profit-Sharing Plan (the percentage is 
(^Jetermined at the end of -tlte year) 

' d. Employer's contribution to: ' ' 

. (1) Social Security ; 

f2) ''Workmen's Compensation (.57% of 
^ remuneration) 
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C3) State Unemployment Insurance j/$80 
'per ^itidividual) - ; 

e. Dues ($310 per individual) 

f . Employees Beneficiary Associatibn ($150 or 
^p ta 2% of Social Security baie) ^ 

Faculty Development Fund (administered by 
the Dean ^qual tq 10%) 

h. * Shared out-patient clinic Expenses with 
' hospital 

Corporate faculty c^e'^elopment, fund for new 
fa^ity ($150 ,OOC^for a/faculty member 
who doe's not earn suf f i^ciently to^ cover * 
,his costs to the association - ^ • 



' 'The Plan's Trus^t Fun^ equal to 6% of the 
•ioyerbead charge 

* Any balance^ remainifng after' payment of the 

faculty sup^lement/s .and pension costs and 
'the 33% -overhead ^charges reve'rts to a de- 
partmental account. , - . 



The following is ar/ e?campl6 .of an earnings 
distribution: In thi^examplev the individual:. 



a. Is being paj:ja a $10,,t)00 salary from the 
plan . 

' ^b; Is eligibli -for th'e pension plan. (Eli- 
gible .one ^ who has worked eleven mojiths 
of the c/lendar vea^)'. 

$ro,O0O,.OO Salary 
1 ,000 . 00 Pension 
67% - / $il ,/000 .00 Guaranteed Remunera- 

/ / ^ tion to Empldy^e 
33% / ^,'4*17 . 5Q''uOverh,ead S 

100%/ $16,417.50 TOTAL CdST J 

Thus, c/f th^i-Tidividual's total cost*?b tihe 
corpiofat^Loh, '67% 6r $11,000. 00 is paid to. hiM.in 
the 'form y6f, sal ai/y and* fringes; 33%, or $5,417.50 
is charged 'to hi^ 'by thQ corporation as ^/Ccojst of 
doing business. 
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If additional compensation is earned, it is 
distributed as follows: 

a Eirst Incentive = First $10,000 above 
'breeik even point - 



7- 



$3,300 to* the Plan for ove]il^ad 
\ ' $6,700' to be divided as folli^ws: 

(1) $6,700 X 80% to Cash and 
Pension ($5,360) 
$4,872.73 Cash 

$ 487.27 Pension 

/ (2) $6,700 X 20% to Department 
and Chairman ($1,340) 
$1,116.65 Department 
' ' • $ 22 3.35 Chairman ^ 

b Second Incentive - Second $10 , 000 abo^^e^ 
break even, ^oint 

'$3,300 to the Plan for overhead ' 
$6,700 to be divided as follows: 

CD* $6,700 X 70% to Cash and ^ 
Pension ($.4,690) 
' ' ^ ' • $4,263.6,4 Cash 

$ ^26.36 to Pension 

(2) $6,700 X 30% to Departfhent 
' and Chairman ($2>010) 

$1,675 to Department 
, $ • 335 to Chairman. 

c Third (on) Incentive (s) - 3rd $10,000 (-on) 
above breaJc even ppint. 

(1) $6,700 X 60% to Casb ^d 

'* , Pension ($4,Q20) 

^ $3,654.55 to cash 

" $ 365 . 45.* to Pension 

' (2) "^$6, 700 X 40% to Department 
and Chairman ($2,680) 
$2>233.34 to Department 
$ 446 . 66 to Chairman 
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C. The Site Visit . 



\ 



During ^the two-d&y site visit interviews wer^ conduce 
ted with eighteen faculty and admlnistratWs : These ii)-' 
eluded: the Vice-President for Academic Aff^^i^s and Dean 
i>f the College of Medicine / Associate Dean^for Clinical 
Affairs', Chairman of the Board of the Rractdce Plan, Busi- 
ness Director of the Plan,-,Health Center.^ s '^Vice-President 
,for Manatement Serviaef&-^nd Treasurer, President for 
Management Services arid Treasurer, President ^f .the Plan, 
two. Associate Professors in a joiat me?tir>g. Vice Presi* 
• d^^pf the Plan and Chairman of the Plan's Finance Com- 
>>mittee, eight members 'of the ^an's Executive ahd Finance , 
•^Committee in a joint meeting, and the Director 'the 
Hospital . • • \ ' \ 

Some specific C9mments obtained from those int^vi^ect 
were: ^ , ^ \ 

lV ■ 



'2. 

3.; 
4. 
5. 
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"The plan should' improve the timeliness of -bil- 
lings and collec^XpJ^s ^ , v • * 

"Better "and more detailed reporting sho\*ld be 
m^de to members," • . ♦ , 

.".The overhead -is too highJ' ^ 

"The current ^aditvinistration seems responsive. 



"The plan-'is- important in helping hospital oc- 
cupancy. an(3 improving. pat^Snt^^care . " 

"The plan' has pfermitte*" the College to reduce 
base, ^alaiiy costs." 

VTher^ is no writtei^ 'information for thfe plan's 
participants . " 

"The plan nee^ds corpprate reponsilDility tc^ de- 
velop unmet j^-nstitutional needs." 



9. 



"^Physician^e^rnings l^re taxed 'for de{)a^rtmental ' 
funds rather than b5ing distributed as additional 



salary ./ 



10. "The pi4n is autocratically'^ ccJhtrolled by the 
• Chairman. " 



J 
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rships on the Board wete exjfended and the 
tings are open 3Eor partici^pation, but no one 
^es to these meetings." 



7he larger dej/ar 
:ativfes*' on the Bo 

"The funds should 



be 



n^s should* have more^ represen- 
than the smaller > departments 

allocated ^19' specialty sec- 



tions^within the departinent . 



"^Th^ 
tice 



pX'an was 
plans at 



formed to avoid^pitf alis' of prap- 
o.ther health-centers, 



efernings* 



16. 



17 



18 



"There is^jio way to policy physicians on 
thatr't;h*ey mightf irece"iye-> (Jir^qbly .^" ^ 

".Hig^ eirning^de^aiJtinefrt^^ should 'ho*t> subsidize 
defba^tments, W*th 'les^ earnijl^s.." " ' . ' ' 

"Low'ea2;ning;dep|^rtxrte^i1:s' sho\iid rjeceiye moi;e sub- 
sidy from' higfi' earning -departi^^nj^^s^" ^ o 

"Producer physiciariiS ^eerri, sajtisf ie?l 
^^practice-fp^n^.; Nori-pro^iacfers seem to 

Cbn'clusions : \. ' *^ 




the 
gripe. ' 



• This' is k relatively ^yotm'^. plapT at ^ youtig^'institu- 
^on: Although ^ this' fact> alone-^as caus^ed Swcjrowing pains 
wi^H operAticnai procedures and misimddrstJaricUngs. aiff^ng 
particip'ants ^ :ilt -l:>^s beeji .df -great l^enefit ih helping the 
Co]^lege to •develoaTits obg.ecti.V'es . Base saXary/co^t^. 
liave^^been^ f ediiced^T 4nd -the financial rncentive has; ena- 
bled rectuitinent aAd-*^€^tipa physic^'ans. ^ Distribu- 
.tioTi of income to ^ the ' pi^.an' bnd» to dep.fcrtflierital accounts 
ha-s permitted enrichment jan^ accelerated deyelopmemt ot / 
the school's prog^^^s". ' ^ >, ' 



.Vetst billing^, ^ Collection, and reporting Kave'iJDeen in- 
a<Jequdte>. but ii: appesurs ' that ' Che\ def-iciericies- h2lve be^p 
recog^ii'zed .and are being' ireirtedi^d, ' * ^ * ' . 



The- plart is unusual in its complete a^utonomy from the 
school's administratjion. • 'Complete- control •rests^with the 
cliniCAl' chairmen.' This' f^ct; apparently has 'not been of 
concern to^the Dean or administrat:|jVe. staf£ probably -be- - 
cautfe funds are 'currently beitig channeled in^ a way that 
hai? helped solve many .pressing -needs ih .addition to facul 
ty compensation. ' ' ^ 
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J \ ^ ' ^ * ' - .Case Study #6 , • ^ , ' /• ; 

X. Institutional Characteristics Relevant tc^ the 

• - 'Practice Plan ^ - • , 

t • ♦ • • • ' 

This Northeifi tern Institution ^ocated %in an uifb'an 
seating has been a publicly supported free-Btanding me^i- 
pal^center for 4 number of yeaos .after having exi^red as 
a toedical college of' a private university. This institu- 
tions practice plan is classified 49 Type B under the 
AAMC's classification system. ' - - ^ ! ^ 

Since its public ownership, this institutipm has ^de-? 
velpped, f rom the so'^Le program of granting thd^.D. degree 
in the (Jollege of MejJicine with* an entering class of '5,2, 
(and only one paid clinical departrnent) to a fully^ev^lop- 
ed Center^. Th3^ College of Medicine has increased^ the ^iz^e. 
of, its eifitering cl^iss to 120, and with the* complet*i6n of 
a'ddi.tion^is..basic science facilities will accept ^an ent^r-, 
ing class , of 140 this Fall and a class of 150 a 'year later 
A new clinical campus, is- being developed and will ^ecome 
oper,ational in, two years at another urban community ' some ^ 
80 miles 'away. The new clinical campus,- ^ of fering cliaical^ 
teaching for th^ thirS and fourth years- of the medical 
cxjrriculum, will eventually have an enr'olled* cflass • of .50. 
Thirty of these students wa,ll be . transferred from the 



parent medical cent^, an^J the b/ilance of tte clafss will 
be filled with COTW^S'" students. • 



In addition to the College 6f Medicine, .the Center 
conducts a graduate procfram in the Biomedip.al Sciences 
with an enrollment of approximately- 66 ahd operates 
School of -Health Related Professions'. Tlie latter, with 
total ^^nrollment of approximately 300, grafts 3ssc5ciate, 
baccalaureate- and masters degrees in Respiratory Therapy,. 
Physical Therapy; Medical Technology/ X-Ray Technology, 
.Nucflepif Medicine, Cytotechnolqgy , Extracorporeal Technol- ^ 
ogy and iri a pr^ogram for Nurse Practitioners. An^Associ- 
ate degree^ program in l^Iursing .was phased oyt last year; 
it is hoped that it will be replaced witb a baccalaureate 
and masters' pcogram in Nursing.' Approximately 165 resi- 
dents receive^ their training'in the' University' Hospital, 
and an adtjltional^ 175 are based at the Centiet's affiliated 
hospitals. 

Students that have received their early medical educa- ' 
tion in a foreign medical school and are accepted* fdr, re- 
entry to a' U.S*. /School through the Coordinated'* Transfer/ 
Application System. '7' 



he 



The Center's tleachirtg hospital has jusjt und'er 16$ bed 
outpatient clinics with an annual volumf of 9^^000 visits 
and on emergency service handling 35,00i0 visits. 
" . ' . - «> * • • . 

V The teaching hospital is* a tertiary % care facility 
serving a total, population 6f ' approximately 2 million. 

'•/Because of the relatively small size of' the in-patient 
service, .this facility has developed j.nto a highly in- 

•.tehsive care* hospital. Each of the clinical (Apartments 
has a base of operations at^ the University Hospital, .ex- 
cept that OB-6/n and Family Practice are housed in affili- 
ated hospitals. The' Hospital maintains and staffs a pri- 
vate patient ambulatory facil'lty.- It is available for • 
appointments with the cliftigal faculty, with a charcje, 
base4 on scheduliijig, assessed* to the physician. % 

' In additit^n to the University Hoispital, affiliations 
are maintained with a 500 bed private hospital which is 
physically col}neotfed, ;a nearby VA hospital of 500\beds 
and anoth^ community hospital of 400^beds. Minor 

• affiliations •are' maintained with several other hospi'tals. 
Most o€ the p^iyat^ ^practice of medicine is dong at the 
University Hosp'ital with the balance at the prime affilia 

« ted, hpspitals. . , , ' 

The Medical Center is onQ of a number of State opera- 
''ted campuses coordinated by a Chancellor and centralized 
„^admini strati ve 'staff , responsible to a Board ol Trustees. 
Thfe Ideal <5^pus is headed by a President yho repoi:ts to 
the Chancellor and^ Boatd. Other administrative offifr 
cials. are an Executive Vice-President ar\d Dean of the - 
^College pf Medicine, a Vice-President for Academic Af- 
fairs and a Vide-President/foir Hospital Affairs. 

?he following table presents statistics and key fi- 
Tcial variables related to th^ school's mediqal prac- 
tice -plan. ' • < V < . 
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statistical Data - 1967-76 
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1967/68 


1SK9/70 


1 

1971772' 


19?3/74 


1975/76 


• 


□ndergraduate Mediodl Students* «► 


400 


400 * 


f 

420 ' 


480 


4tt 




House Staff*' / 


180 


220 , 


V28O 


300 


•320 




^Fuljl-t:ime clinical faculty* 


120 


100 


w ^ 140 


180 


200 


r 


Fuljl-time clinical* faculty at 
k Associate Prof, and above* 
1 

Total clinical volunteer faculty* ' ' * 






80 || 

ABO 


• 80 

520 


100 
' * 7W . 




•Total regular operating revenues** 


$5,556 


$10,221 . 


$11,658 


$;!4,168 


$20,047 




Medical practice plan Revenues** 


$ 149. 


$ 1,968' ^ 


$ 3,327 


■$,4,701 ^ 


$^358 


r 


Sponsored research expenditures*/ 


$4/159 


$ 2,30.8 


$ 1,996 


$ 1,924 


$*,442 




Ratio 9f full-time- clinical faculty 
to'volunteers 






.3 


.35 


.29^ 




> » 
% of - full-time clinical faculty at 
rank of, Associate Prof, and above 


L ' 


i \ 


571 


44% 


• 50% 


< 


% Medical practice j^lcm revenues to 
; total operating revenues * 




• ^ 19% 


29% 




3r% 



*Rounded to neiregt twenty 
**Rounded to th6 Nearest thousand 
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B.; The Plan - Gerreral Description and History . 

Provisions for tfte practice of medicine by clinical 
faculty membets^ere established as policy by the Board 
of Trustees o*!^the institu4;ion in 1959. This , policy pef*- 
mitted'the foriAation of departmental pracjtice groups; 
made merabership^optional; provided for the* payment of 
expenses of practice; limited individual^ compensation 
to 50% of base salary; provided for the establishment of 
an overall Governing aoard .to monitor operi^^i^iDg ^ prac- 
tices ;-~prohibited retention of assets after the close of • 
each ^ecu:; pro^fided for a central fund to receive all^ 
excess earnings; and restricted practice to University 
or affiliated institutions. Opportunities fbr practice, 
however^ were very limi^bed until the Center opened its 
own hospital and clinics 'in ^1965 . , 

• ' Policies and procedures of the plan were refined by 
the Governing Board through the early 1970's'at which 
time' the State Legislature ^'Pf ovided' for collefit^iye bar- 
gapining .which, included the operation of clinical prac-' 
tice plans. The State-wide .negotiators attempted to ^ 
force iinplementatipn of central billing and to tightep , 
controls on \^se' of .all generated income through t^he es- 
tcibjiahment gf a non-profit Corporation. ^This was agrefed ' 
to by the union in return for increasing the limit gn 
retaiiifid earnings of up to 75% of base salary. 

' When the State was unable to obtain a favorable tax 
ruling from the Internal. Revenue Service the Cbrporation 
was^ drop'ped and. each of the States 'medic&l centers w»s/ 
permitted ^^to propose & set of by-laws for practice plari^ 
management^ for ratification by the State*ie Office of Em-, 
ployee Relations and the University 's^oard of Trustees. 
Thes^ by-laws have been finalized and ratified by th^ 
State and' the Trustees. 

The ^agreed upon by-laws for operation fundamentally 
continued the /'status-quo" with the exception that they 
now require mandatory membership for all faculty cli-. 
nicians whose compensation equals or exceeds 35% of the 
permissible base salary for their r'ank. ' 

1. Drganization * ♦ ' * 

^ Each clinical 'department has its own clinical^ 

•practice- group with an independent accouhting 
system handling chfirges,, collections, and other 
' business practices related to activities for ^hat 



^^.eiSartmenti /jThere i|^an overall Governing 
Board made .up' of ' one elq.cted representative from 
each 'group plus' one representative from the basic 
science faculty, the President a,nd the Defan.- 

* 

Operational Aspects • ^ - ' \ 

/ Annually- each department submits its antici- - 
pated budget for the coming year to 'the Presi- , 
dept,. Dean, and ^Governing Board. .Policies on 
types of expenditure's are determined by the Gover- 
ning Board \ffsing,the criteria of tax dedUQtabili- 
ty as determined^ by the Fetieral Internal Revenue 
Service. The fO'llowing definitions'' have been 
e'stablished^for expenditures which' can be paid 
"directly f rom ,the departmental practice funds. 

a.* Malpractice Insurance - Actual cost* for 
coverage of all members in the group. 

, b. Legal Services - Actual cpst of any legil 
^ fees for handling or advising relative 

to the group activities , incj.uding filing 
group tax returns. 

• c. Accounting Services- - Costs of profes- , 

sional accountants for maintaining books 
and records of the ^roup/ including 
rendering advice^n establishing adequate 
accounting procedures , providing book- 
keeping services, billing and collec^tij^, 
and *prej3^ing tax returns and other re-* 
^ ' quired^Jccounting reports. • 

. d. Employees - Costs of servicers 'a^d fringe 
benefits for those employees re<|uired to 
^ , har^le the business of conducting f^ie 

ipr^tice and rendering patienl;^ care , 'in- 
cluding accountants , typists, steno- 
graphers 'and clerks for pre^paring and^ ^ 
collection patient accounts, typing^ medi- 
cal recordrs, making appointments J ^tc. 
Employees rendering general services to 
the 'department or medical center should - 
•not be included in this category. 

Employees required in "this category 

• should be employeed through an estab- 
lished account in the Res^rch 'Foundation 
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and' payment should be'mad^ td-theFoun- 
, dation .by the respective Medi%al Servifce 
Group. ' *' . ^ V. ^ 

• Fringe Benefi,ts - Costs m pj?ovidiftg re- 
tirementj coverage ■ for members of the Me- 
dical Service* Groiip of ,up' to 15% of. the, 
' amount distribute<jj to that group .member. 

Under current Internal Revenue regula- 
tions, ^come tax has to be paid by the, ' 
individual orf the ainount contributed to' 
a -retirement pcogr^lpi^^ The additional- 
tax liability. iacurred on /this amount may 
be paid to tbe^ Individual in^ addition to 
his normal maxim.um distribution. 

No other fringe benefit program costs can 
be funded as/^it expense of practice, for 
those individuals receiving a state sala- 
ry. Approved benefits are alrea^ provi- 
ded from state s*ources . For an mdivi — 
duaii' B^ce lying' total comperisation from 
the Trfedical service group, benefits 
equalling th9se provided by State inay 
be funded fjrom this sourcfe. \ ■ ' 

Car Allowance - An amount* necessary to 
cover, use of, personal car in relation to 
yendei;ing patient' care as allowed by the 
Internal Revenue Service, but not ±o 
exceed $100 'per month. • * 

Use' of Home* for Office - No allowance * 
■ ■ '■ — ^ * • 

professional .Du^s - Actual costs of ment^ 
^hership^. in professional organizations. 

Mo all^li^nce for membership in country * 

clubs oA^their social groups. 

Travel - Aqtual costs of travel for group 
members $is allowed by Internal Revenue 
Service. 

Gifts and Conitributions No allowance 
. ^ i . 

- Off dee Supplies and Expense - Including 
postage r stationary / telef>hone and tele- 
graph charges and office equijJment. 
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Items should documented as, directly 
related to re%0ering patient care. 

1^ Office Space - Charges made for use of 
' . facilities in State University Hospital. 

m. Books and Periodicals - Costs^of profes^* 
sional publications for departmental use. 

• 

Any other proposed expanse shQuld t^e submit- V 
ted for budget revif?w and should be approved by . 
the Presifl^^^and Ae -Gqverning\Boatd o^. the 
Medical Sei^ice Groups 'and should be charged tcf 
depar£men«tal operations not expanse of practice. 

■ • ■ 

Requests for distribution pf practice* income 
to the individual* clinician are reviewed by the 
Dean and President for compliance with institu- 
tional salary schedules and <^verall equity. De-v.^ 
partmenta are notified in writing of approved 
faculty compensation for the coming year. ^ 

* A stan4aifdized reporting' format h^s- been de- 
veloped for reporting f iscalj^operations of the 
department plarv. Reports are submitted annilally 
to the"Me4ical Center , Business Office where con- 
solidated operating reports are prepared.' Th^.- 
report includes a detailed listing cff ir\come dis- 
tribution and fringe benefits paid for each cli- > 
nician. Thesfe distributions are checked against 
the approved salary Supplement foi? compliance' * h 
with the, institution's guidelines and policies . 



An outside CPA firm is employed to examine 
the records of the department practice plan. In 
addition to the fiscal audit, bookkeeping and 
accounting prac/tic^es are reviewed. Copies of the 
Audit report aire -furnijshed to *the President, Dean 
Vice-President f or.t Admi^nistration and meiflbers of 
the Medical Ptactice.^ .Governing Board. \ 

Finances ^ ^ ^ 
= * I 

The Medical Center .Business office bUls each 
department plan for the" assessment to the DeanUs 
fund -at the, close- of each year. The Business 
Office handled the record keeping and disburse- 
ments for the 'Dean. Gross income^jj^f tfbm this total 
activity in'cal^n^gPr year 1975 was $7,357^784.^ 
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This represented a large increase over prior year 
years; Dy 1976, the gross had increased to 
$8,650,000. Until recently, a two percent con- 
tribution of gross collections has gone to a ^ 
Dean's Fund. By agreement, this has just been 
raised to five percent: 

Funds . collected by each discipline go into" a 
discrete bank account. Certain practice expenses 
and allowable physician expenses in excess of base 
sala^ry are paid directly from this accoviht. Since 
some 'base salaries Include a professional fee\ 
component, monies needed to cover these com- 

mitments are also transferred to *the Medical 
School. On cirf overall perce"htage basis fee-f or- 
service ' income has been distributed as follows: 



a. To physicians- as base salary, salary sup 
plements or fringe benefits, about 44% 

b. For practice related expenses , abdut 19% . 

. c. For personnel and equipment *re la bed to 
patient care, ^nd for departmental 
operations, about 18%. . ^(All personnel 
« employeed from private practice income 

are placed on the pafyroll of the Founda- 
tion, precluding 'the necessity of main- 
taining .separate payroll arid fringe bene- 
fit' operations- }^lso, equipment and • 
• supplies are ordered by the, Center's 
* Foundation Office, which also handles in-' 

voices" and maintains accoyntin^ records , 
. ' for the* departments' restricted accounts), 

d-. For research support, about 9%. 

The approximate 10* remaining gc5es either to . 
th^ Dean's Fund (now 5%) or to Research .and De- 
velopment (R&D) funds in the Research Foundation 
established for each department!. 

All funds in departmental bhnk accounts are 
spent or transferred to the Research Foundation 
at tlj^ end of the year. 

♦ * ^ 

' There is a ceiling on'total earnings regard- 
less of productivity.' No inai^idual is permitted 
to earn more than an additional 75% above 'the 



103« 



base^ salary. In actuality, few achieve this ' 
level of earnings. 'Many voluntarily agree tliat • 
income should be utilized for departmental im- 
^ pro^emerit rather thaif' take-home pay. In part, 

, thi'6 somewhat unu«lal attitude is accounted for 
t by a high leveir^f State income tax in the higher 
brackets. T^^ combination of F-ederal and State 
taxes may take-up to 65% of upper levels of ^ 
earnirjgS. • jfc ^ 

C. The. Site Visit • 

c * ■ • • • • 

Interviews we^e conducted by a team of -four with the 
following: President of the Medical Center, Ch^airman of 
the Practice Plan Ql^erning Board, Dean of the College 
of Medi'cine, Acting Vice-President for Administration , 
Biirsar (who coordinates reporting f:|^om individual depart- 
ments , prepares bonsolidated reports and schedules audits 
by an oufsid6 CPA f irm) r seven department chairmen ^nd 
six faculty members. , > , a. . • 

D. Team Observations . . - 

The overa'll plan ha^ the enthusiastic sjipport of both 
administration and faculty. There was no expressed desire 
to make any significant changes in the plan of operation. , 

Considering the nuiaber of sepA^^ate Qpei;;ations , the in-* 
stitution has good total laccounting and knows the dispo- 
sj.tiort of all money* One of the -secrets of the satisfac- 
tion level is that essentially all of the money (except 
the small Dean's Fund) is utilized within the department 
generating the income\ Most believe that the systems are 
efficient in terms of picking up and billing for all. work 
done . 

Some doubts .^hat all patients were being billed were 
expressed by a few in the finad sessi^on. There ih a 
strong incentive for each deaprtment chief to. have- an ef- 
ficient system. 

The administration anc^ faculty have worked together to 
Teduce interference by State bureaucracy to ^ minimum. 
They have resisted pressure €o establish a central^ bil- 
ling and collecting system and have used the Research 
Foundation as- a haVe(^ f or department, p&D funds. Through 
this Foundation, these funds can be used without all of , 
the usual State -restrictions. 
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Primarily because those individuals earning, in excess 
6f bas^ sal)ary cannot paLrticipate in tax deferred retire- 
ment'^SIWitributionS there has been some interest in .in- 
dividual or group inporporations. No specif ip ' action has 
been taken. * . 

Thexe is a firm conviction thrbughout they institution 
that a cent?ral billing system would erode tfee ability of 
tKe "physicia^ to have invol,vement with his patients an3 . 
their ac<5ounts . ^ 

Conclusions 

This school is an excellent examp le of the fact that . 
there Is 'no single organizational plSn that will work 
well for all school^. They have achieved, with about 16, 
separate group- organizations , what; a number of schools 
with a totally centrali^d system have failed to achieve. 
Their , success is probably due primarily to several fac- 
tors; ^ * ^ ' . 

^ 1.^. These departmental plans, have existed for a num- , 
bet* of years, pre-dating mo^t existing faculty, :^ 
therefore, most faculty have been recruited with' 
" ' prior knowledge of the operating procedures,' 

2. The administration has allowed the exce'ss incoine 
to be used by and for the department generating 
/the income ? 

2\ The administratiOQ ha^ "jvrotected" this income 
from bureaucratic encroaohment by tl^e. State 

4. The local tax situation has lessened faculty de- 
mands for more direct income i 



\r Case Sbudy #7 

:e M.C 



A. , Institut^^al Characteristics Relevant to the 
practice M^aii 



This inst^tu4lion^ in t^e Northeast, is public 
and located in tlie ghetto area of a- large metropolis, 
where to^fether with the other cxanponeats of the Medical 
Center - a dental school, a ^radtiate college of bio- 
medical sciences, a new teaching hospital (schec^uled ^f or 
cccmpletion in 1978)-,' and a major State hqspital Affiliate- 
it functions as a '^promineHt teaching instituJ:ion . , 
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The Institution's professional practice plan is f 
classified as Type /'B" 'under, AAMC s* typology • 

^ In addition to the .primary State hospital^ which is 
being replaced by t^e neVly^ constructed Cente^r Hospital 
adjacent to the Medical School, a VA hospital and 
several' other major and s-econdary affiliations, geo- 
graphically dispersed provide teaching patients. The 
major State-owned hospital has-pver 540 beds which serve 
14,500 annual admissions. The present .indigent inpatient 
(/are load is 35-40%. . Qutpatient visj^ts jiumber over ^ 
80,000 yearly, ^nd emergency room vi^sits niimber 73,000. 
The primary 'teaching^hospital under construction will be 
apptoximately "the same size as the fatculty it will re- 
place. Thus, there will continue to be a need for the 
dispersed regional network of teaching hospitals tcj meeft 
educational requirements. 

The MedicaL School is res^effsible for just under 500 
undergraduate medical students and some 440 house staff 
and it contribvites as-well to the" M.S. and Ph.D. programs 
in the basic medical sciences and allied health sciences • 
to carry o\jit these teaching commitments afid^the 
responsibility for a significant research and service 
load, nearly 3^0 f\ill-'€ime faculty ar6 employed, 2 40 
of whom are in the clinical departments. Of the latter 
group, about ^6p- are practitiorvers who would- fall under 
the purview of th,e practice plan. Additionally', these 
departments utiJ-ize the services of a substantial number^ 
.of volunteer faculty. • 

The programs of this institution' are combined with 
those of other branch campuses in the State 'under a « 
higher educational board headed by a Chancellor and 
"governed by a ten member Board of Trustees appointed 
by the Governor. The orgcmizational unit encompass^ag , 
all of these programs is adminis'tfer^ -by a President; 
however,* the De/tn* of the Medical -School maintains 
acaiJemic responsibility for the programs; o'f this campus, 

^ The following table- presents -.statistics* and key \^ 
financial variables related to the school's medical 
practice plan. * , ^ ^ - 
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TABLE 9 



Statistical! Data - 1961-76 



Undergraduate Medical Students* 

oHouse Staff* :» ^ 

^ul,l-'tiine cl^nftfal faculty*' • 

Full-tiipe clinical facul^^y at 
Asspciate Prof, and above* s 

Total voluftteer faoulty*> 

ffotal regular opqratin^ revenues** 

Medical practice plan revenues** , 

Sponsored Research 



1967/68 



:3<)0 



^0 



19€9/70 



320 
280 
< 80 



1971/72 



197V74 



$1,329 



Ratio Full-time~^linical faculty to 
volunteers . 



% of Full-time, clinical facult 
Associate and level 



% Medical practice plan revenues to 
regular operating revenue 




$5,682 

not 
$ 846 



not 



400 

(. 

280 
180 

60 
480 
$8,155 
available 
$1,396 

.37 

37.9 

available 



, 460 
380 
160 

60 

$11,177 
$ 2,353 

44.2 



*Rounded to nearest twenty 
**Dolla^ f igui^es ^rounded to nearest thousand 



Br The Plan - Gener.al Pescription and Histoyy 

^ ^ The pfaoftce plaji at this^ instittftion allQws th^ ^ 
iRdivi.duai plinical departments considerable flexibility 
in t^e ,adminp.stratiQh^f the funds generated by ^their 
faculty, • ' , ^ 

The present overalX^J^Jan evolved in 1971 from joint 
efforts of facuJ-ty and atiioinistration, but* was revised by 
the pb^rd of Trustees in July 1973. According to^the 
Plan's by-Xaws,' it has been recognized that the depart- 
ments and divisions "have individual needs and recjuire- 
ments that cannot*be accommodated by the establishment 
of a si-ngle 'monolithic' system...."^ Thus, qach entity 
is permitted to act on its own in administering its 
fuhds a^ long at the respective distribution formula has 
been approveJJ.by the Trustees. 

This freedom has Atende<T to the .areas of faculty 
billing and colledting. Because of the dispersed nature 
oX in-patient clinical activities and the lack .of a cen- 
tral locus for ambulatory patient care, private offices, 
including administrative functions, have been located 
apart from the institution's premises .after , receiving 
advance authorization from the Trustees. 

The Chairman of the Board p'f Trustees actively par- 
ticipated in the Plan's evolution and he. continues to 
advise on aspects of day-to-day administrative pro- 
cedures. Significant turnover within -the Medical *^ 
Deanship has probably contributed to this unusual in- 
volvement. . . • 
" . . * ^ ' f ' 
Several specific rulings hay,e recently been presen- 
ted to the' institution by the State Attorney General's 
Office relative to t^he Plan'^ administration. Following 
the President's request for the State's clarification of^ 
legal status and propbr administrative procedures under 
^e plan, a formal opinion iwas rendeifed -b'y " the Assistant 
Attorney Gepeipal in September 1976. In summary, this 
opinion stated that the Faculty Practice Plan activities 
are operationally under the Medical School, a State en- , 
tityV and therefore are subject to statutes and xegula-^ 
tions applicable generally to the School. This position 
^nd specific administrative procedures which will have 
to be put, into effect to bring the plan's operation into 
compliance with the opinion have been 'the subject of a,, 
growing conflict between administration and practicing 
faculty . The specif c issufes | are "discussed subset^uently 
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in tlus cgise study. 
• 1. Objectives 



^ ,The Preamble to the written practice plan.em-^ 
phasizes the faculty's responsibility for provi- 
ding high qualij^ educ^tio/ial programs proto- . * 
typal health care and creative' investigations in 
understanding and controlling disease. The 
Statement of Purpose for the plan stresses " the 
provision' of 'clinical skill throughout the State 
tb all patifents regard^le&s of location of resi-^ 
dehce, economic status, or ^type of illness, 
under a systan of high standards in a "dignified 
atmosphere."/ 



2. Organization - — 

Th^ Faculty Practice Serviice ^(FPS) was' c^ea- 
^ted by, and is und^r • the ulti nat-e* authority of, 
the Institution's Board of Tifuste^s, Function- 
ally; the College President has the delegated 
\ 'supervisory responsibility for th^ plan. Al- ^ 

though the College Is a State body and thus sub- 
ject to St^te laws and admijii strati ve* policies , 
until recently State jurisdiction over* the Faculty 
Practice Service Plan had not been clearly esta- 
blished. At the moment/ tkie extent of ^tate re- 
gulation is still being challenged by' the faculty. 

. « The role of the Dean of the Medical School is 
/ ' not detailed in the written plan, although it is 
established that }^e has some responsibili^ty for* 
assuring that faculty participation in the plan 
' • (toes not conflict with Academic programs or other' 
obligations.. He is involved with the annual 
faculty salary nego.tiation process, and he is a ' 
mjBHiber of the Plan ' s - Professional ' Board. * 

The activities and affairs of the Faculty 
Practice Service are directed by the Professional 
Board, coftiposed of elected members from among 
I those clinical faculty who jj^ticipate in the 

plan. They are selected proprotionately f rom* 
each alinical department based \^ one represen- 
tcttive for fifteen vpting partrirApants or re^pec- 
- t?ag<t& ^ fra ctions . (voting participants are those 
who spelid at 'least 50% of- their time at the Col- 
•-1,'.. * lege Hospital or affiliated. The Chairman of the 




Board is elected by its membership and is author- 
ized to designate ccramittees neqessary to conduct 
the missions of the. Faculty Practic^e 'Service, An 
Executive Committee is comprised of one,eleoted 
>member of each clinical department, the Executive 
Committee Chairman o^f the principah-teaching ho&|- 
, ' pital, and several othSr jaanagement and academic 
administrative officers of the institution who 
serve without vote. It is charged with respon- 
sibility foil operating the Service*, , The day-to- 
day administrative duties' as 6utlined by the Pro- 
fessional Board are carried out by a Business 
Manager with subordinate accounting and clerical^ 
staff. ^ t 

V • . ^- 

A ^trilling feature^ of this practice plan is 
the recogniVion that clinic^il departments and 
their divisional .components .have unique require-- 
ments whii^i ca'nfiot be adequately met under a • 
sing]^e "monolithic" system. Accordingly each'^ 
entity aclis on Its own, subj-ect to appropriate 
^approvals by higher levels, to, bill, collect and 
administer funds, A departmental -Steering Com- 
mittee is ^provided in each case to provide 
"necessary intr a/departmental guidance." 

* • 

3, Plan Features . 



As a condition of employment, most fyll- and ^ 
rt-time faculty licepsed tp practice in the 
tate are required to be members of the Faculty 
Practice Service and to^ adljjpre Co the Plan's pro- 
visions. A sigried contjaci't, renewab;Le artnually, 
attests in detail to this obligation. Further, ^ 
tjiis Institution has a negotiated faculty union 
\:6htracjt which recognizes the compensation co^jdi-. 
tions set f9rth in the practice plan. As curr 
ly written, the plan does acknowledge" that certain 
f^culiy members are under signed agreements with 
••ot^er employers" that preclude' their partici- 
pation in the FPS. Such arrangements . are being 
ghasea out. - j > 

T^e plan stipulates that all income derived 
by full-time plan members from paftient service 
activities at the Medical 'School , 'its affiliates 
gmd at unaffiliated sites is to be deposited into 
the Faculty Practice Service account./ (Note:.- * 
There is no reference ^s to location of or con- 
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trol over' this bank account, a point' of growing 
controversy in the plan's operation). The plan 
recognizes the teinp6rary state of inadequate cen- 
*tralized practice facilities. Wide dispersion ^ 
of clinical practice locations 'has jjesulted in 
the decentralize collection processing described 
above. ^ ^ 

. Faculty compensation is the inost^s/Lgnificartt 
use of plan revenue. There are two m^jor ct)mpen- 
sation components: f i^st IjS the minimum guaran- 
teed salary , which is negotiated annually between 
the individual, the .Department Chaimicm, and the 
Dean. This salary component .has two parts: (1) 
an aoademiccbase which follows a St^te schedyile 
of salary ranges by academic rank, and (2) a ^ 
clinical salary' ellement , part or all of whicH may ^ 
derive from practice plan revenues according to 



Other funds, however, such as from Federal grants, 
may likewise support this element. Regardless of 
productivity under the plan, an individual'^ an- 
nual salary will not fall below the < guaranteed 
minimum. Whenever practice plan fun^is are inade- 
quate in a given department to support this com- 
pensation element fox its faculty, ttie shortfall 
is prorated eunong the available plan accumula- 
tions, of other departments , to be repaid in sub- 
sequent years when surpluses are, availably. 

Second, an individual incentive is possible, 
assuming practice plan funds are availa^jje in a 
department after the department's faculty mini- 
mums are provided for. THe departmental di.stri- 
bution formulae likewise govern the extent and 
mamner of the incentive distribution, "in no case 
may the maxjjnum allowable ^otal cbmpensatij^n 
(minimum guaranteed salary plus incentive pay- 
m^ts) exceed twice the top step of the base 
salary, schedule for the given' rank. 

The plan specif ies' that gross income to the 
Faoxilty Practice'^ervice is initially reduced to 
support overhead? i.e. cost of billifig and col- 
lecting, Xegal fees, medical support, and^ facili- 
ty maintenai^ice. The next lien against the plan's 
revenue is a progre^ssive tax for the Dean!.s Fund. 
This is on the basife of departmental collections 
(net of overhead) at the following rate: 5% of 



varying 




formulae. 
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the first $150,000, 10% of the' second $150,000, 
cuid 15% of the net above $300,000.-^ 

^ After overhead recovery and Dean's Fqnd 
obligation? are met, the departmental allocation 
arrangements take effect in the distribution of 
plcm revenue. Thestf- schemes , approved by the 
institution's Board of Trustees, vary con- 
siddrcdDly.^ The faculty, of each, department 
through their plain-provided Steering Committees 
have a voice in deyelopihg the ^distribution 
formulae. Each departmental plan includes a 
standard provision for covering the guaranteed 
minimum salary component^ and the cost of fringe 
benefits fpr all plan members in the department. 

Each arrangement provides for an "overage" 
accumulation, to be distributed,: 60% to .the 
department, 30% to the Deans' Fund and 10% to 
^n institutional reserve » account. 

The departmental variations appear 
primarily* in the percentage of funds going ijito 
the departmental discretionary account and how 
the. overage point is^reached. One department > • 
for example, follows a formula which allocates 
15% to its departmental f und yf or the first 
$10,0Q0 of income generated* by the individual. 
Excess is- split .evenly between the earning 
individual and the departmental fun<J; only 
aftef the maximum alloWable salkry'is met are 
additional earnings counted as overage. Another 
department allocates first 20% 't^ overage; the 
excess between guaranteed minimum /sa-lary and 
maximum allowable salary is distribu-tfd between 
the earning individual and the department on aM 
sliding scJfe which esjtends (for the first 25%) 
from 90% - individual: -10% --department to I 
(for the fourth 25%) 25% - individual: -7^% 
depcirtment. * 




4. Operational Aspects • 

Practice plan revenue does not appear as, a 
very significant resource to this Sqhool. Ap- 
proximately -$1,000,000 was recorded for FY 1976. 
' > The collection^ rate against bilMngs , f or a recent 
^ 9-month period was 74%,' The ^smaxlnes3 of t^e in-* 
^come* figure reflects a very high indigent patient 
Ibad at the, School's primary teaching hospital, 
cuid the fapt t;hat ,the State has disallowed the 
collecj^ion of $1,2 million of Medicaid reimburse- 
ments by faculty practicing at that Hospital. 
(Sefe Subsequent discussion on p. 118). 

Operatiolially , the 'department chairmen at the 
m6ment are in control of, the disposition^ of the 
income generateid.' Great latitude, has be^n graf- 
ted to, and some latitude h^s ^been /preempted by. 
the clinical departments'. Faculty who collect' 
their fees dirfectly do not curr-ently turn over 
their collections, but accrue up to the amount 
they are due. ^ F^arther, those who practice out- 
side the School " s* facilities or affiliates deduct 
their own overhead (in lieu of the full plan- 
mandated overhead assessment) . What constitutes 
a legitimate overhead plan -mandated deduction is 
not well defined; .as a" result overhead deductions 
of 60%^or 70% of collections do occur., 

This plan was- found to function independently 
of the School, The billing and cbllections^pf- 
* fice is headed by a Business Manager/ who together 
with his subordi^nate staff , are employees of tj*e 
plan, not State employees. ^The manuaT bookkeeping 
and financial reporting system is a result' o^ an 
inability to gain S€ate apprQval for automated 
systems • 

^ Although the Deap serves as a non-voting mem- 
ber of ' the FPS Ejfecutive Commit te/Prof ess iorml ^ 
Board, he has rdtiely attended the periodic 
meetings. Rather, an Associate Dean (not a cli- " 
nician) represen.ts the Dean on occasions', and in 
general functicns as a 'liaison betwee^rj the Dean 
, and thQ President in the practice plan area. 

The Site Visit 

^There was mixed fueling among the faculty rn their* 
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views about the present pract|^c^ plan. Those who were 
vew positive about the pl^n^fteri were faculty with" 
practices at the periphery pt th^ Schpol ' s- "catchment" 
area". If is possible that they would favor the current 
arrangement becavse it is easy to work around the system. 
There 'was uneasiness , particularly among the more junior 
faculty, that the rules of the plan are inconsistently 
applied; the result i€<a "rumor mill" that churns con- 
tinually, Soine^ clinical chairmen were critical of the 
plan, becaui^e itt p/rovides an inducement to conc^uct re- 
mote-site practijce, often unrelated to teacihing. A plan, 
it was felt, should very, definitely relate tq the educa- 
ti^al mission of the School. Similarly, the chairman 
prone clinical ^depar^tment , heavily committed to the care 
of indigent patients in the major teaching hospital, ■ .* 
thought that the plan had nqt addressed the role of the 
Medical School in attracting faculty to "ghetto medicine." 
Service commitmefnts 1;o the inner-city area were not, beincf 
met, he said. • ^ * . ^ ' • 

— ■ 

As to "pocketbook" matters, most of the junior f a- - 
culty interviewed accepted the premise tha^t ^his plan wJs 
not designed to make the faculty practitioner rich nor 
should it be; its value 1^ in providing^ the department^ 
an^, divisions with the funds for the necessary respurces , 
including a* competitive compensation scale to attracjt aftd^ 
retain a good faculty. " *^ 

During the ^two-day site visit, hour-long intferviews 
were conducted with faculty and administrator. They in- 
cluded: the President of the Center, the 'D4an anc? an ^ 
^Associate Dean of^ the ttecSical School, the Financial Vice- 
*lE?x;e9ident of the- Center, seven clinical* department and 
division chairmen, -five junior faculty, and' three members 
of the busihess staff. Most *df th'e%;li?iical spepi||i:ie^ 
were represented.' The visiting team Was warmly welcom^a 
bjPthe faculty and staffs There w^s i^€tle apparent 
withhcjiding of per^nal views and concerns about th^ prac- 
tice plan. The si^te^^ visit team in'cluded an associate 
-medical .school De&n f or patient ; sej:;,vices5 , a weaical cen-, 
*^tfer administrative ||ice-Pr€feident,'^^anct one AAMC staff 

member. ^ ^ ^ ' 

* ' *** 

D. Key Issues ' * 

'(I 

A number of issues surfaced during discxiss^ons . 5ome 
of these issues relate to transitory adminij^trative pro- 
cedures while others are' more seriously concerne(J with 
fundamental phi;iosophy. Most remain unresolved. 
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jj^ ^y^^alrman, ^Ihe 'President' should serve as ^ag^nt 
\^ ^of thel'SruSte^^'^iii executing s'lJIveil lance over 

the^^basia missibhs o^^^he ihstltution, While the. 
/ Dean should be re^poriKble for deploying^ the . • 
. njecaasarv resources €p insmre progr^ outgofnes. 

A. ' ' 

. ^ ^ Many state regulations toiposed on the Insti- 

Si tutipn in general have -been avoided by the unrits 
,of the Faculty Practicfe .Service. Howeve;t;, there. 
~ haye been inexpedient experiences vith'some State 
-adininistrative requirements. ' These* include a * 
triple-bid, .system used Jbn equipment purct^ses', 
seVelre limitations travel, dr^d a generally 
Oe'gative St^te *att^H^de on acquirinst*autom^te4 
syst^B. " In spite ^j^JSthe'se frustrations", the 
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^- i. Structure and General Ad ministration 

\ ■ . ~ ~ . • - ■ . ."t 

There. ds general feeling ounorig the faculty > • 
as determined by interview, that the basic prin- ^ ^ * ' 
^ qiples^ and operating procedures of the present 

^actice^plan are, satis fafcctory.- . A few felt that ' . - 
some of 'the language im the written by-laws needs 
refinement and amplification i;i portions and that * K 
. such improvements could, be easily- accomplisRed. * ^ ^ ^ . 
. Top executives df the institution and Boartl of ' 
;^Tru«tees, although generally satisfied with most, 
Hpf |:he fundMieritals pf the plan, hav^^ grown un^ ' 
■lc(sy over* differing, ioiterpr^tations surrounding 
administrative practices. The plan as now con7 
stituted is too general and has retained language 
which ^dressed a tempo^ry state' of affairs (in 
1971)^michf is no longer Valid, As aM:9sult, 
faculij have been perm}.tted,^reat latitud^^^ 
, their pra<itice dt^cation, nt^jj^pd of billing and 
collectiTig for their services defrayal of over- 
head cos^js of practice*, and banking of funds col- 
lected. ^ . 

The conspicuous lack of involvement' of the ' 
Dean* in pol-icy ahd procedura^l questions was noted 
.by several interviewees.' .pU>X' example , the Dean-' 
has rarely^ attended the monthly meetings of the 
FPS Committee. jOn t-fte' other hand there is the' 
strong but r^P^ected pre'sence of the President * 
and the current. Chairman of thje Board of Trus^^. 
'..tees in pradtifie plan mattery. Soggote^'quesstionwl . 
'the ^roptiety of the resulting ^"Sialdistribution" 
of' authority for often pet|i^* day-to-day ad- 
Tnis^trative details • According "to* one clinical 
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faculty are .generally appreciative of the efforts* 
of- the FPS Business Manager and his staff.*' 

• Legal ^nd Reg.ulatory Issu'es . ' 

Because of the diyerge'n'iMA'of vi^ concerning 
^j^the business administration of the Faculty Prac- 
tige Service, between the executive leadership''- 
. apd the clinical faculty^ the President in tlie 
. /^ri,ng of 1976 soii^ht an. opinion from 'the State ^ 
Attorney General's office. * The question was 
,j)os'ed: "Can the Faculty Practice Plan itself, 
including Accounting structure, books ana rule 
^applicjfLtioni^, be' outside.' . . (institution) and , 
Whence, outside S^tate jurisdiction?" The response 
i by September was"* that as, pgresently organized, 'the 
V plan'is*;a "creature" of and subject to the direct 
si^eifvisionta^d CM^roi.pf the Board ofv^^Trustees . 
' Conseqtfently , at n^Bpundi^y the. institution's 
' rules and reg^ilati^Bf and Ijy ''all State statiMtes 
negulation? •genCTally'^ appli(5able"^to^ the ' 
institution* As. a resu.lt, in "those instances 
' where presejit practices or procedure^ deviate' 

♦ from' applicable. • .regulations, the plans shall 

be amended to conform to th^^^appropriate autfiori-^ 
ties." The effect* on Tong tole;rated operations, • 
^ was quickly .recpgniz-e^as profound. The^olloW- 

*'ing 'changes ;^weJ>e identified as necessary to/brrn<j^, 
/ the plan Into conformity with the Attorney Ge'ng^al* 
* - • ruling i - ' . . J ' . . 

^ All petsonneX - adWji^ijstrative ,^prof es- ' .1 

, " sional and • clerical- .working directLy^ 
' • for the -plan were ta be emf^toypes of. the 
, . -institution (or State") , not the^ plari, • , * 

regardless of vhfere located •(facul'ty per- 
mitted private office practice had com- 
morily employed staff "independently /of 
' the ir>st:ytution) . State compenslition' and . 
^ beneiii^^policies , employment duties and 

- qualifications,- and ifecruitment practices 

^ Wi^re to, be 'the oniy^ Authorized' mode.' ' 



^/ 6-. All 6f% the financ4.ai !?,^cQrd:s of -the. p Tan, 
^ ^ ^were to be kept inLth^^same maOnner a^ • / * 
those' of 'the* parent? institution," and we^e 
'to be subject to sAate audit at .any time.. 
"(Records were incoi^isterjt , with tho^e 
maintained by the' 'School, and 'had .not been 



, * . audited. ^ • 

c. Outside bank accounts vjere to be discon- . 
tiniied, the funds to be turned over to \ 
central institutional accounts. (Out- 

^ * -side accounts had' been commonly accepted)*. 

d. v Investmlbnt of funds Earned under the plan 

was to be^'h4[ndled solely by the State's * 
Department of the Tr^sury!^ 

e. fill purchases, contracts , ^ and agreements^ 
t ' including facility leases, reguired by th^ 

plan were^to. be subject to State pur- 
chasing procedures. (There had been no 
. standard. purchasing contract practices). 

♦ • • 

When the State's ruling and its implications 
were understood by the practicing fac^ty^ the 
reaction was traumatic and yrfniversal. A growing 
polarizal^on- occurred, witJl the facu'lty desirous 
of preseWing their independence' from Stat^ 
bureaucfScy, atd administration competed to exe- 
cute 'of f'icial/ly. sanctioned \K)licy .• One key busi- 
ness administrator felt that\^here had been an 
Qver-reaction on the faculty's part, and that the 
State's administratdve "red-tape" was not as ^ 
harsh imagined; all, that was needed to work 
under tni rules and regulations Was advance ' plan- 
ning by the faculty. 
♦ * 

' " 4A rather prompt reaction by an increasingly 
, dissident faculty to this, set of events was the 
involvement of the Faculty Practice Servicers 
outside pounsel^in the matter. .(A firm had been 
under retainer by the FP^ to advise on separate 
iss^ies, brf€ this was now a clear violation of the 
S^i^e f^lle^, which stipulate |^hat only the At- ^ 
t^roey General's staff ♦can provide legal opinion 
fbfsa State entity) , This ou^tside firm countered 
th4>.State' s formal Septeml/er ruling with an 
^Qpifiion "tjased on factual an<J legal analysis" 
that the FPS was hot a "creature" of the insti- 
''tu.tion .and thus not subject to the State statutes 
and applicable rules. . This brief suggested. that\ 
a complaint%be filed with the State Superior 
Court seeking legal, affirmation. At the moment, 
nthe State Attorney General's office is reluctant 
•to negotiate with an "illegal" counsel. 
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The Chairman of the plan's professional Board 
hgife become the major spokesman for the clinical 
faculty on this, problem and in summary feels that 
tl^l present climate is^ counter-productive to main- 
taining* a quality faculty/ He was joined • by - many 
others among the interviewees in predicting a^ 
"mass exodus" of faculty from the School should 
the full impact .of the Attorney Genex;al's ruling 
be realized. ^ The President and Board of Trustees 
are reported ready to risk tliat possibility. w 

One other ppssible ""ripple effect" was sug- • 
gested by a Deputy Attorney General newly assigned 
to the case. The faculty union contract now valid 
was premised on the 1973 practice plan. Should 
the plan change r^ateriaily^ it is 'probable that a- 
new union agil^ement wi/11 hav'e to be negotiated.^ 

A majoir problem came to light, from ^'he intej^- 
views concerning^ thA inolusiori of; certain third- 
par,ty reimbursement revenue . T|he collectibn of ^ 
. Medicaid •furidg associated with, the f acuity ' s pra(^ 
tice at t'he major State-pwned , hospital affiliate 
had ^in^ftially been^vitewed as a conflict of in- 
terest, I.e. , the -faculty could not "double-bill" 
a sys'tem that 'was .a],ready t)2f^Hding much of ^ their 
cojtipensation as State emplpyees >expected to ren- • 
der iridigent Jfc.dr^\^^ Several i*ears of controversy 
o^>er this issue- finally ied- in October 1^75^ to an 
Attorney General 's 'jruliiig that the faculty of the 
institution whoVv?er©»^dicaid providers could 
le^itimateiy ^|»ndier cl5ims under that program. 
Tlje '^' thorny ^^..''a^Siie;- how gv irf ^ became retroactively 
of back payfttents. iDy 'the State. One prominent 
department 'Id%irman indicated thajfe feis t>3^oblem 
had Sbated witK the schoal propping its claim to 
retroactive payment.' T 

^ . -Althpugh annually each -member of the Faculty 
Praeti-f^e. Service is obligate,<i to sign an employ- 
ment ♦contract indicating the agreed upon compen- 
sation"^ tetmsV^t became clear during th,e inter- . 
views ^ several moi^ths after the due date for the 
contract^ ftljat only about 10% of those faculty 
entitled to a guaranteed minimum ' salary had/exe- 
.:^5rw'ed thei^ agreement. The reason s^ejns to' stem 
thfe structure of-^he contract docuittent, i-e. 



< too. standardized a^orm to. adequately address the 
various clinical c^pensatijn supplement 
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possibilities.' 

Professional liability insurance h^s had con- 
siderable faculty and administration f^cus over 
Several years. The major issue is whether or not 
those faculty who harve unauthorized putside- prac-- 
tices •are covered by the institution ' s 'self -in- 
surance reserve fund. 'The administration has 
ra^de it clear, that such individuals are not so 
protect;^d. One Orthopedics faculty member^ ^ 
though legitimately covered by the School's poli- 
cy, expressed strong reservations over whether, 
the institution, h^ adequate resources to protect 
a specialty group so •Subject to sutt. 

Pract^ice Setting and Hospital. Relationship - 

The situation of inadequate facilities to 
aCCbiranodate the- clinical faculty and their prac- 
1jp<pep"Tias lon^ existed at this/school. The de- 
pendence upon a "centrifugal" network of hospital 
affiliations in the absence o.f a largq institu- 
tional hospital- has contributed to the faculty's, 
establisihing their practices at sites remote * . 
from the* Medical ^chool. Also contributing to' , 
this decentralization has been the recognition 
that many private patients are reluctant to re- 
ceive care Ih deteriorate^ areas.. The practice 
plan at this institution has been lenient in per- 
mitting practices to take place in outside quar- 
ters'/ provided 'authorization \x\ advance is ap- 
proved by the Board of Trustees through the plan's 
Professional Board. 

The Central Administration has noted a con- 
sjSlbuous absenc^ of advance approval for such i 
off -site offices. The counter claim from the 
Faculty Practice Service's leadership is that per- 
mission requests had been made, but had not been 
acted upon by the administration. 

^brfe j.s some likelihood that the need for 
oxtt^ide practice sites will diminish in the near 
future i as current intjerim administration fa- 
cilities are vacated with movement, to the new 
adjacent Hospital and Medical School structures. 
There do feeem to be mixed views ^ong the faculty 
ar)d staff interviewed as to hpw soon and whether 
or notTin fact, such quarters will be made • , 
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available for pri^4ate practice offices. These 
prospects, 1-n addition to access to private and--- 
semi -private 'patient accommodations* in the new 
Hospital e^ipected to' be •complete in early 1978^ 
suggest that the current issue over outside prac- 

• tiqes - legitiinate or i othei:ji^ise *- will moderate. 
At leasl^ otie clinical chairman, howeveif, feels 

.tli^'-new 51> bed. facility will be inadequate, and 
1:hat the allvre of present accommodations to a 
suburban patient/population hesitant to travel 

to art inner-city f^cil'ity - no matter how ne^ and' 
attractive - will be factors to overcome.' 

Financial Considerations 

• 

The single issue arousing the sharpest ex- 
change between clinical faculty and administra-- 
tion is the''*fexistence of faculty practice bank 
accounts outside the Medical School, and hence 
oij^side of control of the State. Though this 'ar- , 
rangement was neither allowed nor prohibited by 
specific reference in .the written practice plan, 
it had apparently l?een condoned by the administra- 
tion for several years*, as -long ars proper, collec- 
tion 3fules and reporting -procedvfres were obeyed. 
As early as Spring 1973 the Pr^ident had 
authorized the creation of the outside account (s) 
for funds 'generated only "from patient care ser- 
vices 'provided at locations other than ^those 'Un- 
der institutional' control ; income arising from 
services provided in school facilities was not 
to flow through those accounts. The State At- « 
•torney General's September 1976 opinion has ryled' 
against the existence of any outside accounts. 
By April 1977 the Faculty Practice Service was 
instructed by the -Bresident to transfer all pri- 
vate bank a9count funds to a Medical School ac- 
count. He promised that no monies would be with- , 

* drawn from^ the account without* approval of the 
plan's Business Manager, and* that all transaj^tions 
erf the account would, be open to the Plan'$ busi- 
ness office for review, ^n respons^e, a number of 
specific ttechnical questions* were raised by the 

, Chairman of the FPS governing tody, e.g. "Can EPS 
officers and business mangers be signatories on 
the proposed account?" >"How would FPS audit the 
fund accoUj;it3? "• ^ 'N 

An underlying fear on the part' of many faculty 
,120 ' « 
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attd soifte ' administrator's with respect to having 
practice plan 'income under the Medical School's 
jset of accounts is that thrs resource will become ' 
cbhspici^ous in its sig|Xficance to the State. 
The consequences jnightMDe for State bud<get of- 
ficials to regard this itgm as a legitimate State 
budget offset, thus red^^6in5^the State/ s net ap- 
propriation to' the School, purrent State budget 
instructions do provide , for the^fifst time, for 
specifically identifying plan earnings; th'ey had 
previously been sheltered- as restricted funds . 

Conspicuously absent from the current ^^itten 
practice plan is a description of thq nature of 
financ^l reporlis which reflect periodically the 
status^^ plari revenue and obligations. Also mis- 
sing is a def ii}itiqn of the type of jpecords \^hich 
jieed to b^ maintained to meet State audit stan^ 
dards.' Until two years ago, State auditors had 
been unable to audit anything other than the "bot- 
tom line," finding little control in the files 
ajid nq^tracking system. In, short, they found the 
fiscal records, according to one administrator/ 
•'in a shambles." Although aggregate fiscal data 
has greatly improved, there has not been a goo^ 
reporting scheme for individ-uals which would allow 
auditors to carry out a thorough review at that 
level. Interviews with the Plan and, the School 
business administrators did reveal a growing spi- 
rit ^of cooperation in sharing practice plan fis- 
cal details, although these are mostly at aggre- 
gations a'bove the individual, e.g. monthly re- 
ports ofi .billings r collections and receivables 
JdY departments. One problem surfaced which af- 
fects the nature of fiscal records^ and audits; 
State accounting is on an accrual basis, while 
FPS records ^re.on a cash system. 

The presence^f central billing and collecting 
received a generally positive endorsement from 
the' faculty interviewed. One prominent clinical 
chairman for a high earning department expressed 
preference for a centralized functidh, which 
should tend to insure •consis*:ent and reasonable 
compliance and thus minimize rumors of violations. 
The absence of * compliance with centralized bil- 
ling and collecting may be attributed to the many 
faculty with off-site practides who' take care of 
this function on their own-. Should they be 
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forced to use the central service v!?hile maintain- 
ing their separate practices, sharp reaction* 
would be -expected.' ' ^ 

1 > \ ^ 
On^ additional fiscal issue needs comment-. 
The wri.tten practice plan is not explicit regardr 
l^hg a means for 'monitoring income earned by the 
faculty member outside of those amounts handled 
directly by the FPS business office. Neyerthe- 
l^s, the requirement thatisuch individuals 
furnish' to thart office either a copy of IRS Fprm 
C.an accountant '.s statement or letter with 
specifics has become a routine requirement. v 
There' is suspicion among some administrator^ aria 
faculty as well, that there is iiiconsi stent en- 
forcement of this monitoring method. To )ielp 
allay this concern and the feeling that other ^ 
practice plan rule^ were being violated, the ad- 
ministration in .1976 requested the State Auditor 
to review the plan's operation ofi site and if 
necessary to inspect individual's private income^ 
tax lrecor<ft; 



E, Conclusions 



It was readily apparent to each of the site visitors 
that clinical facu'ity • an3 administration are set on a' 
collision course-' shoyld the present polarized views re~ 
garding State jurisdiction persist very much longer. Le- 
gal action appears very possible.^ the consequences of 
which, should the court rule on^the side of the faculty, 
would have b^oad, national repercussion's. There doejs seem 
€o b6 r^om for compromise in many areas. > For example, 
plan generated funds could be sheltered in a separate 
entity., e.g. foundation. Although protected from the 
more onerous Staiie regulations, sound administrative 
practices could be established by plan a|ind School ad-, 
ministrators, and an acceptabJ^ earnings monitoring sys- 
tem consistenly applied. A foundation, in fact, doe? now 
exist as a non-profit corporation organize^ .under State 
laws foi; broad charitable, scientific, literary and. edu- 
cational purposes . The st^fong- argument co\ild be made to 
the State that although *the plan might technically be a 
"creature" of the State since the faculty members are 
public employees, overly restri^itive administrative regu- 
lations might tend to discourage t^ie practitioners from ^ 
carrying on- that activity and ' following through with the 
necessary billing procedures. Moreover, financial sup-, 
port for the School from this source should -be re*garded 



Q3> 

\' ■ 



ERIC 




122 



144 



positively by State officials as a relief to tax-based 
appropriated funds • 

One particularly troublesome matter is the decentrali- 
zation of practice sites: It is likely to diminish once 
the nqj* hospital and renovated practice facilities become 
operational. At that time central billing and collecting 
would be more practical to enforce, Thms the need for 
monitoring individual IRS tax statements may become moot. 

The reported amount of funds generated by ,the prac- ^ 
tice plan- is not impressive- Although the size pf the 
full-time clinical faculty is not lar:ge*and there is a 
heavy service responsibility for indigent patients, net 
income to the plan apuld very well be less than the po- 
tential. This too is likely .to be remedied with the. 
prospects of greater control in a more centralized pa- 
• tient care setting and with imposed central fee handling. 
In particular, the pres.ent laxity and inconsistency in 
determining a fair cost of practice overhead figure, 
closely monitored, is detrimental to the accumulation of 
funds- ^ 

This school, in summary, has a f^aculty dedicated in 
.genera3r-4;p the Institution's Objectives, not the least 
of 'which ±^ the delivery of tirst rate care to an under- 
privliegedj population. A well drawn practice plan con-« 
sistentl^^ ind competently administered and communicated 
can and should assist in that mission. 
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Association of American Medical Colleges, Medical 
Practice Plans at: U>S> Medical Schools, A Review of 
Current Chauracteristics and Trends (Vol> I) > Washington / 
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Dpte 



Dear 



I am following* up recent^ telephone discussions with 

, on the following topic. As/ you 
know, the Association of American Medical Colleges has . 
been ^involved for several months in a cpmprehd«\i4iJi^ ^^^^^V 
of Medical Practice Jlans. The project's scope and 
objective has been a nationwide review of medical school 
practice arrangements, leading to descriptions of the 
structure and operations of some seventy p*lans foui>d to 
exist in documented forth. The effort is intended to re- 
sult 'in broadened knowledge xi^the current state and* 
-trends concerning medickl pf'acfcfcce. plans. Thus, medical 
schools developing a.pl/an for the first time; or prepar-, 
ing' to alter an existiTO plan, would have the outcome of 
this ^tudy as a ready reference work. ' ^ 

The first yearVs efforts on thiis twoyyear. study Have 
concluded, and an Interim report will soon be released 
'to the schools and othjer interested parties. This phase ' 
of the study focuses on the organizatipnal and adminis- 
trative details pf the individual plans received, find-' 
ings are summarized, apd trends over two ,decades analyzed. 
Further, an annotated bibliography on the subject' qf ^ 
practice plans was published. The interim 'report will 
also include a typology^ .under which the plans studied 
are classified. A set of income flow diaarams ar^e als^ 
included and djefcr^bed. . ^ ' ' - 

The Association has begun *the second phase of th^ 
Study of Medical Practice Plans. The primary thrust 4^ ' 
the second year will be an in-depth review of si^c s'elect^ 
ed plana.. , This will be done onsite where it .is hoped, 
that a representative group of school administrators cwnd 
faculty calVs^be interviewed. The result^vill^be A written 
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case study which addresses (note the "phtslologipal'' than 
the "anatomical" characteristics of the . practice plari. 
' Each 'school will h*ve the final' say on what is said, and 
how it IS said. Farther, they will be Kept anonymous in^ 
the final published report- A number of issues w^-ll^e 
iiddreWed "in -the interviews,, such as plan -objectives from 
-the parspective of'vaipious individuals affected'% the 
, plan-, mcstivatlng forces bringing a riew, or modified; * 
' plan into' Jiiiafl., among other discussion items. 




» 4 

The silP^fetitubions to be st^cUed will be rep'?e-^ 
tentative of , a*tfei*oad spectrum of c^l^racteristics. ,^^It is 
" our intent to review^ the prans in at least three state 

schools, as well as exMiine practice ariyingeinents which 
-are more fo.tinal, cen'treutly strvrctured , versus those less 
structiifed altSf" decentraliz>ed at the departmental .level 
or below. -It^s -alsfiHpiV^ Offish to include in the study 
botH^ those plans >/hich" have undergone some recent major 
jchange, ,in order to^ review influencing forces, as^^ll- . 
as the more, stable plalis. 

' V The site visit be condifcted by a team of three 

or four individuals over two days. The. visitors will 
' inpliide* at least one- AAMC staff professional; thef balance, 
^ K)f the team Will bie. staff from other in^stitntions, Tlje 
latter will be Either members of the project's Advisory 
Comn\ittQe or consultants to IJhat ^^dy and will include 
^a'^'dean or ot^e'r* clinical academician. It would be 
benefici^il to the^'study * to v^isit individually f cfl: am hour 
pr so with the Dean of tKe|^edic^l * school, ^ its chief 
'financial officer, the practice plan ihanager, hospital 
administrator (s) - if involved with the plan,- the current- 
' chairman of the ^plan's, steering or advisory * committee, 
^ajid: chaihnen .of active clinical^\departments such as 
s'urq^ery- and medicine^. , ^ * '^A i 

?e very »uch appreciate your interest in" this pro- 
md would ,like to inclpde ^ . as a 

^tudy. "Yours would be the first visit, and such., 
•will sefy.e td'pilot-tegt our case study methodology. As 
to, timing, and assuitiihg' your willing;ness to ba involved,^* 
would 'Wednesday , ApriT 6, beginning, at ^iff^ a.m. , ^and 
e^tehding through April 7, be acfcepta^)]^ » We can look 
at dates if need be. _ ^ 




"^ki-.- J ' . fci * - 



Page 3 



-Additional details, inclvrding names of tlve site • 
vi8itor.s and topical areas td be' .covered <!uring the inter- 
view, will be sent 'shortly. . * • . 



..0-: 



Sincerely,^ 



William C. Hilles\ 
Associate Director 
•Division of Operational 
Studies 
/ 
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Noon - 1:30 p.m. 
> 



^ » • * 

* * Pr^tx^sfed Schedule - Day 1 ^ \ . 

^^fast meeting with Dean ^ 7:45 .a.m. - 8^4S a.m. 

interview n. . . . 8:^5- a.m. - ^:45 a.m. 

^ ■ 1^ • ' 9:45 a.m. - 10:45 a.m. 

Interlude' . . .10:45 a.m. - ll:OO.a.m. 

13 11:00 a.m. - 12:00 p.m. 

. • • • * '^.'5^ 
Team Summary Session (Tape^ and 

Lunch ^ 

Interview #4 ' ' 1^30 fu3. - 2:30 p.m. 

. §5 • • . 2:30 p.m. - .3:30'p.m.^ 

catch-up Period 3:30p.m.- 4:00p.m. 

|g . ' ' . 4:00 p.m.^- ""S^OO P-'"* 

Team Summary Session (Taped) / • 5:00 p.m. - 5:30 p.m. 

Proposed Schedule - Day 2 

'9:00 a.m. - lOtAQ a.m.. 

» 10:00 a.m. - 11)00 a.m. 

■ * 

11:00 a,m. - y.:15.a.m. 
11:15- a.m. - 1^2:15 p.m. 

* I * 

Tfiaro. Summary Session (Taped) 'and 

Lunch . 12:15 p.m. -: 1:45 p.m. 

Interview #4 . 1:45 P-ni* " 2:/5 p.m- 

15 2:45'p.m. - 3:45 p.m. 

^Catch-up Period . ' - - 3:45 p.m. - 4:15 p.m. 

/ 

15 » . 4:15 p.m., 5:15 p.m. 

Team Summary Session (Tapfcdl S:15 p.m. - 5:45 p.m. 




I 
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MEDICAL PRACTICE iPLANS 

X. Organization ^ 
• A. Legal Structure 

:1. Why was the current form chosen? 



2. 
3. 
4. 

6. 



What are the advantages (disadvantages), c* this 
type of asS'ociBtion? ' 

Have altdxations to* the bSr«L^tructure occurred 
since conception of an institutional plan?. 

If yes, what changed have been made? ^ 

From which source (s) adiiiinistration, facuj.ty, . 
state', etc., did pressure^ for, change emanate? 



How was change ;effected? 
B. Administrative Structure 

1. * What is the network of authority and communica- 

•tion through 'which plan goals, are transmitted? 

2. How has this/syst^pm abetted achievement of ^ ^ 
designated goals*? 

3. ..Where do breakdowns ogcur? ^ . ^ 

4. Who promulgates management polidies? 

5. What distinction is^there ' between policy-making 
. and management actions? 

6. Who serves^ as the principSil link, be^b^reen, the 
. source of governance and the prof espional 

medical staffMf acuity) ? p 

7. vJhat is the scope of this person's, 
responsibilities? 

8. Who functions as administrator for non-medical 
plan activities? * 

. m- 
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9. How large is the supervisory and technical staff 
supporting the' function of plan administratdon^ 

IQ. What group (s) alssists plan administrator (s) in 
functions of planning ^nd decision-making? 

11. How is the plan detected when a major change 
/ occurs in -the administrative structure of the 

medical school? 

12. . What are the special cha.ractjeristics of this 

plan that seem to affect its management struc- 
ture? 

Membership 

1. What variations in administrative policies *nd 
financial regulations exist for me^tbers? 

2. - .How i^i^' grandfather' clause implemented? , • 

• * * * * 

' *3. What is the effect of plan membership on physi- 
^ chains' perception of thei* autonomy? ^ - 

,4l How are accommodations made* to placate dissi- 
dent members? » 

5. ^..What factors preclude plan domination by an, 

individual or sub-group (medical specialty)? 

6. How does the community physician relate to the 
plan? ' ^ , 

Practice Setting \ 

1. To what extent can plan j,participants agree to 
provide patient services* outside the purview of 
the plan? 

2. How are teaching patients distinguished from 
, private ones? 

3. What obligationds) do physicians have for ac- 
quiring facilities in which to practice? 

• - How are these facilities equipp^^d for patient 
- ^ service (type)? . ; 
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5. ' Whp^ provijies the f inancjlal resources to operate 
. patient services? ^ ' 

6t What are the available alternatives for. purchas- 
ing ancillfev services? . . . 

7. Why is this an attractive setting^ in which to 
practice. medicine? 

• • 

Pees ; \ * • ' * 

1. By what proq^s is a fee schedule determined? 

\ . 

2. WhoJ.s accountable for ad^^ring to the •'fee sche- 
dule? #g 

3. How is jcollection of profefeional fees facilir 
» tated b^ the plan? 

4. Which^aspedts of fee man^ges^eat . (billi/^, col- 
lection and disbursement) are best handled^ 
through the plan? , 

5. Wh»t other options for fee management have been 

considered or proposed? 

' 4» - - ^ . . 

Income Distribution * 

1. ' How is the level of 'psfeerit service activity en- 

hanced (linijjjed) by the. formula for distribution 
of related revenue? * - V 

2. What is the relationship between ' patient service 
activity and salary level? . ^ 

■ ^ * , ' 

Jv How -is income flowing tjircugh the plan used to 
' support pther faculty activities, e.g, , teach- 
ing ^ research and administration?^ . , 

K. Where are the sources of pressure (s) for 
changing the allocation of plan income? 

5, How cam plan participants who have the privi- 
lege^ but..lacl^ the opportunity, for earning 
supplemental income be fully' compensated? 

138 
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6. What professionally-related ek'penditures are 
' specified by the plan as permissible for the 
participants^ * 

7# Who is responsible for *recoininending adjust- 
ment (s) in allocation of patient service- 
related income? ^ * * 

8. What are the assets (liabilities) of the current 
distribution schem^? 

9. What is the effect on the level of state appro- 
4 'priations to a public medical school with a . 

practice plan generating fjee-for-ser%ice income? 

10. How available is a statement of medical practice 
plan revenues an* expenditures to non-plan par- 
ticipantfe? ^ ^ ' • ^ ^ ' 



Self-Evaluation 
1. 



^ iff > • 

What procedures are used to evaluate the level 

of success iTi llfbeting plan objectives? 



2. Who participates' in th^s evaluation process? 

3. When does plan review occur? 

4. How are t^^^jesults of the evaluation translated 
into modi^Pations of the plan? 
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APPENDIX D 

Sample Letter Sent td Medical School, 
Requesting Approval of Written Case Study 
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association of amerscan 



August 26, 1977 



y 



Dear Dr. 



for 



— I am enclosing^ a draft of our written case study of your 
Physician Pra'ctice >Plan for your comment. I am also sending 
a^ copy along to Dr^ and to Mr. 

their review as well.. We are fully appreciative of the fact 
that the subject of medical practice plans is frequently a very 
sensitive one in many schools. Therefore, we have m^de every 
effort in this draft to mask information that could be traceable 
tp your particular sch(?rol. If we have been in any way indelicate 
with comments made in the report, please feel free to call this 
to our attention. We' want to make very sure that you are] completely 
satisf ied-that what is^said in this case study will not cause you 
any discomfort when it appears albng with the otheij anonymous studied 
in a national publication.- 

Again we very much appreciat;e fonr efforts and that of your, 
faculty and staff for* your cooperation in this project .and the . 
cQurtesies extended to the site team. 



Sincerely, 

William C. Hilles 
Associate^ Director 
Division of Operational Studies 



WCH:dl 
^ Enclosure: 



Draft of case s'tudy 



cc : 



I 
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Suite 200/0ne Dupont Circle, N.W./Washiogton, D.C. 20036/(202) 466-51O0 



